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UK demands more 
labour flexibility in 
European Union 

The UK government 
launched a programme 
to Increase labour mar- 
ket flexibility through- 
out the European 
Union and said it 
would block a proposed 
new employment chap- 
ter in the EU*s treaty if 
it threatened jobs. 
Finance minister Gor- 
don Brown (left) has 

written to all EU 

finance ministers setting ont a three-point Ini- 
tiative called “Getting Europe to Work" for 
European job creation, which will be the UK's 
main priority when it takes up the EU presi- 
dency next year. Page 16 

Backing for Belgian merga: A merger of 
two of Belgium's biggest companies, Tractebel 
and ElectrabeL to create a BFrCSOhn ($i&5bn) 
utility which would dominate Belgian electricity 
and gas was urged by the Belgian government 
Page 17 

G**prom poised to miss debt deadline: 

Gazprom. Russia's biggest company, is set to 
miss the June 10 deadline to pay off more than 
Si bn in back taxes in a development that could 
add to the vulnerability of its embattled man- 
agement Page 17 

Iralaitd grants oil Boancass The Dublin 
government awarded oil exploration licences to 
11 foreign consortia for the RockaO Trough, 650 
miles west of Ireland, one of the five key explo- 
ration areas in the world. Page 6 

Italy moves to ovariuml government: 

Italy took the first step towards an overhaul of 
the executive with a decision to introduce a 
French style semi-presidential system of govern- 
ment Page 2 

Doutscho ToMcom plana music salas: 

Deutsche Telekom, Europe's largest telecoms 
group, is in talks with German record compa- 
nies on a trial service enabling customers to buy 
music at home using their personal multimedia 
computers. Page 2 

Now York Ucdy to trad* In stxteanths: 

Hie New York Stock Exchange's board of direc- 
tors is expected to vote on a shift to trading 
stocks in increments of sixteenths, instead of 
eighths, following similar moves by the rival 
Nasdaq market and other US exchanges. Page 7 

BT and MCI flecn* $10bn loans British 
Telecommunications and MCI, the US telecoms 
company, secured a giObn loan in one of the 
mostly tightly priced deals to reach the syndi- 
cated loon market. The loan will be used to 
launch global telecommunications company 
concert. Page 17 

Iraq's oB-for-tood deal oxtonded: The 

United Nations Security Council approved a six- 
montb extension of the Iraqi oil-for-food pro- 
gramme. Iraq win be permitted to sen a Anther 
S2bn of ail to finance food and humanitarian 
supplies. Syria reopens border, Page 4 

Fwa bn ai 1— ws ft t tt owi u France 
evacuated more foreigners from Freetown and 
Sierra Leoneans streamed out to the provinces 
ns Ghana tried to avert a showdown pitting 
Nigeria against coup leadens and their rebel 
allies. Page 4 

China Imrosts to soouro oil supply? 

China's national oil company will pay $4 Jbn for 
a W per cent stake in Kazak h stan's Aktyubinsk 
oil company in a move aimed at securing 
long-term supplies. Page 16 

Japan hiv— tfgsfos stockbroker*: Japan’s 
securities watchdog said that c rimin al investiga- 
tors were inspecting three of the country's larg- 
est stockbrokers, following Nomura Securities' 
allegedly illicit dealings with gangsters. Page 16 

MoDouakFs mb md ot m chop burger: US 

fast food chain McDonald’s has been forced into 
an about-turn over its SS-cent hamburger pro- 
motion, because of poor sales and signs of revolt 

among the franchisees who run most of its US 

restaurants. Page 21; Lex, Page M 

Phono hetfine seoks double agents: 

Russia’s secret sen-ice has set up a telephone 
hotline aimed at enticing Russians working as 
spies for outside powers to turn into double 
agents for the motherland. Page 2 

PTjmmvk the FT web site provides online news, 
conunt*nt and analysis at http: t ! wwwJT.com 
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Jospin names his new cabinet 


By Andrew Jack and 
David Owen in Paris 

Mr Lionel Jospin, France's 
newly-elected Socialist prime 
minis ter, yesterday formed a 
smaller than expected 14- 
member cabinet which 
includes five women and two 
C ommunis ts 

One of the most iTvITnpntial 
roles in the new government 
goes to Mr Dominique Strauss- 
Kahn, who takes charge of a 
super-ministry to cover 
finance, economics and indus- 
try with four junior ministers 
reporting to him. 

Other top appointments 
include Ms Martine Aubry, 
who wm head another super- 


Communists and Greens join French government 


ministry of employment and 
solidarity. Ms Aubry - daugh- 
ter of Mr Jacques Delors, for- 
mer European Commission 
president - will officially rank 
s ec ond after the prime minis- 
ter. Ms Elisabeth Guigou 
becomes number three in the 
ranking as justice minister , Mr 
Hubert vedrine, secretary gen- 
eral of the ElysSe Palace under 
Francois Mitterrand, becomes 
foreign minister. 

Mr Alain Richard becomes 
minister of defence and Mr 
Jean-Pierre Chevfenement, 
leader of the eurosceptic 


Citizens' Movement, Is to be 
interior minister. 

Among the other minority - 
parties in the Socialist-led 
government, Ms Dominique 
Voynet, head of the Green 
party, is to be planning and 
environment minister. The 
Communist party, which 
agreed to participate In gov- 
ernment yesterday morning, 
received two minor cabinet 
positions, one responsible for 
bousing and transport, the 
other for youth and sport 

Ms Catherine Trantmann, 
mayor of Strasbourg, has been 


given the high-profile position 
of government spokeswoman 
in flflriitin n to the culture and 
communications portfolio. 

One of the most important of 
the junior ministeri al positions 
- responsibility for European 
affair s within the foreign min- 
istry - goes to Mr Pierre Mos- 
covici, principal draughtsman 
of the Socialists' economic 
election manifesto. 

The number two at educa- 
tion, in charge of f«wnWnp in 
schools, will be Ms Segolfcne 
Royal With two assistant min- 
isters and 10 juniors, who will 


attend cabinet meetings but 
not vote, tH** government of 26 
includes eight women and 18 
members of the Socialist party 
with the Communists holding 
three positions. Several of the 
new ministers had cabinet 
experience during the Socialist 
governments of the 1980s. 

The appointments came as 
in-fighting intensified in the 
Gaullist RPR party in the 
wake of its electoral defeat. 
The battles have thrown into 
severe doubt the likelihood 
that Mr Alain Juppd, the out- 
going prime minis ter, will 


remain the party president 
A group of loading RPR poli- 
ticians in rinding Mr Edouard 
Balladur, the former prime 
minister, Mr Nicolas Sarkozy, 
his spokesman and finance 
minister, and Mr Charles Fas- 
qua, his Interior minister, an 
lent their support to Mr Phil- 
ippe SAgnin, currently head of 
the National Assembly. 

In a separate development a 
judge placed under formal 
investigation three centre- 
right politicians in the CDS - 
now called Force Democrats - 
in relation to illegal party 
financing allegations. 

Observer and Editorial Com- 
ment, Page 16 


Waigel survives 
censure but still 
faces budget gap 


By Peter Norman in Bonn 

Mr Theo Waigel, Germany’s 
finance minister, yesterday 
survived a parliamentary vote 
to dismiss him, in spite of 
unresolved differences in his 
dispute with the Bundesbank 
on how to plug gaps in the 
federal budget 

Shortly after the lower 
house of parliament the Bund- 
estag. voted down the opposi- 
tion censure motion by 3^ to 
311 votes, the finance ministry 
confirmed that Mr Waigel and 
Mr Hans Tietmeyer, the Bund- 
esbank president bad not yet 
- as initially reported the pre- 
vious day - agreed that gold 
reserves should be revalued 
this year, or that proceeds 
from a new valuation should 
flow to Bonn in 1998. 

Mr Waigel had been count- 
ing on the proceeds to meet in 
1997, the criteria for European 
economic and monetary union 
laid down in the 1992 Maas- 
tricht treaty. 

The minister and the central 
bank chief had moved doss' 
on the issue of revaluing the 
Bundesbank's foreign currency 
reserves during their meeting 
in Bonn on Tuesday, the min- 
istry said. 

These statements came too 
late to affect the Bundestag 
vote, although opposition 
speakers had challenged the 
government with overnight 
statements from Mr Tietmeyer 
in which he said be bad not 
discussed gold with Mr WaigeL 

The minister’s fete, which 
was never in serious doubt 
after Tuesday’s apparent 
breakthrough, was assured 
once Mr Helmut Kohl, the 
chancellor, gave his support in 


• Leaders of Europe's 
information technology indus- 
try have warned they may not 
be able to cope with the twin 
demands of revising computer 
systems for the planned start 
of Emu in 1999 and solving 
the “millennium bomb” prob- 
lem. Mr Rob Wirszycz, of the 
UK’s Computing Services & 
Software Association, said: 
“The Emu start-date can be 
moved but the millennium 
cannot” Report, Page 2 


a morale-boosting speech. 

However, Mr Waigel, who is 
also leader of the Christian 
Soda! Union party, later came 
in for sharp criticism from 
party colleagues in the Bavar- 
ian state parliament And, sep- 
arately, Mr Edmund Stoiber, 
CSU prime minister of Bav- 
aria, raised the prospect of a 
delay to economic and mone- 
tary -union, saying it should 
not be a taboo. 

The government’s council of 
economic advisers also chose 
yesterday to publish a letter, 
sent last month to Mr Kohl, in 
which it criticised Mr Waigel's 
plans for gold revaluation and 
the sale of more Deutsche 
Telekom shares as “inappro- 
priate” for solving the prob- 
lems of Germany's public 
finances. 

At the end of the four-hour 
debate, there was little to be 
seen of Mr Waigel’s usual good 
humour. His face was grim as 
be gave television int erview s. 

He an d Mr Kohl had been 

Continued on Page 16 
Waigel Crib to dear budget 
fog; Page 3; Enroflghter, Page 
3; Observer, Page 15 



More than 50,000 people attended a vigil in Hong Kong yesterday to commemorate the 1989 massacre of students during 
prodemocracy protests in Beijing's Tiananmen Square. Another rally is planned for July 1 Report, Page 8 ware n«uMr 


AA hints at deal to secure tie-up 


By Bruce Clark in Washington 
and Mchaal Skapfnker 
in London 

American Airlines, in a hint of 
compromise that could dear 
the way for its alliance with 
British Airways, yesterday 
welcomed a congressional 
report that suggested giving 
other US carriers more slots at 
London's Heathrow airport 
The BA/AA link-up would be 
one of the most powerful alli- 
ances In aviation history, car- 
rying mare than 60 per cent of 
traffic between the US and UK 
The General Accounting 
Office, the investigative arm of 
the US legislature, said other 
US carriers should be entitled 
to an extra 23 round trips to 


London's Heathrow airport per 
day as part of any deal allow- 
ing the alliance to go ahead. 
The GAO recommendation is 
far higher than the 12 round 
trips a day, or 168 weekly take- 
offs and landings, s ugg ested by 
the UK Office of Fair Trading. 

The proposed alliance, 
announced nearly a year ago, 
envisages much co-operation 
and revenue sharing. 


Mr Robert Crandall, Ameri- 
can Airlines’ chairman, said 
the GAO’s proposal did not 
imply any sacrifice of landing 
rights by his company or BA. 

“Slots will be available from 
a variety of sources. They need 
not come from BA or AA," 
said Mr CrandaXL Rival US car- 
riers could already buy slots 
that were under-used or obtain 
them from their European 


partners, said Mr Crandall at a 
joint news conference with Mr 
Robert AyHng, the British Air- 
ways chief executive. 

The GAO report suggests the 
extra slots would come from a 
mixture of divestiture by the 
two airlines and other carriers. 
The report says rival carriers 

Continued on Page 16 
Lex, Page 16 


Surplus demand as Brazil 
launches $3bn global bond 


By Edward Luce and 
Geoff Dyer in SSo Paulo 

Brazil yesterday launched the 
largest global bond ever to be 
issued by an emerging market 
borrower in a deal which was 
three times the size expected 
by the markets. 

Bankers said that the 30- 
„ *ar S8bn bond, which was 
heavily oversubscribed, dem- 


“Investors have been wflBng 


said 


The size of the offer was 
ased on the strong response 
o Brazil's invitation last 


1994 


- for its new 
ed bond. The 


S2bn dollars, far exceeded 
expectations and the size of 
previous swap operations 
undertaken last year by 
Mwlrfl and the Philippines. 

JLP. Morgan, which jointly 
managed the deal with Gold- 
man Sachs, said there was 
also strong cash demand for 
the global bond, with bids of 
more than S16bn submitted in 
the last fortnight. 

The bond, priced to yield 

3A5 percentage points over 30- 
year US Treasury bonds, was 
traded heavily in New York 
yesterday. Its spr e ad over US 
Treasuries tightened to about 
3.7 perce n t ag e points to the 
secondary markets after 
strong bujing by US and 
Eu r o p ean fond managers. 

“There was very strong 
demand for the papa- but it 
was priced voy attractively at 
395 basis points ova Trea- 
suries," said Mr Albert Van 
Hess at Citibank Global Asset 
management in New York. 

“The fact that it was such a 
large, and therefore liquid 


[easily traded], issue was also 
a polling factor." 

Economists in Brazil said 
the success of the bond issue 
reflected the substantial 
reduction to UrnTfiitm sover- 
eign risk ova the past two 
years after reforms have 
brought inflation under con- 
trol, produced steady eco- 
nomic growth and improved 
the distribution of wealth. 

However, the failure of the 
gover n ment to pass constitu- 
tional reforms aimed at reduc- 
ing the fiscal deficit has 
caused a number of analysts 
to strike a note of caution 
about Brazil in recent weeks. 

Mr Arturo Porzec&nski, 
Americas chief economist at 
1NG Barings in New York, 
$aM- "It is hard to rniag rno a 
further reduction in Brazil's 
sovereign risk in the near 
future. Quite the contrary, we 
are likely to witness an 
increase in country risk from 
now on, especially next year." 


Lex. Page 16; Bonds. Page 26 
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NEWS: EUROPE 


Italy plans direct presidential elections 


By Robert Graham in Rome 


Italy took the first step 
yesterday towards a radical 
overhaul of government with 
a decision to introduce direct 
elections for the office of 
president 

The move was approved 
yesterday by 36 votes to 31 
with three abstentions by a 
constitutional reform com- 
mission drawn from both 
houses of parliament, it com- 
pletely alters the system in 
force since 1948 - designed 
after the fascist dictatorship 
to prevent too much power 
being held by one person. 

The change is also a blow 
to the government parties. 
These had favoured reinforc- 
ing the powers of the. prime 
minister through direct elec- 


tions. leaving the heed of 
state with a role similar to 
ids current one - a symbol 
of unity, with pow- 

ers of moral suasion and the 
ability to dissolve .parlia- 
ment. 

But the circumstances in 
which the decision has been 
tfliwn risk undermining its 
credibility and win compli- 
cate agreement on its introd- 
uctton. 

The weight of voting was 
changed at the last minute 
because representatives of 
the populist Northern 
League in the commission 
decided to participate. 
Since the commission 
started sitting in February 
the League - which advo- 
cates the secession of the 
north from the rest of Italy - 


has boycotted all sessions. 

The outcome represents a 
personal reverse for Mr Mas- 
■rfmn D’Alema, the leader of 
the Party of the Democratic 
Left (PDS), which Is the 
dominant partner in the gov- 
ernment. 

Mr D’Alema, who headed 
the constitutional reform 
commission, not only failed 
to push through the 
favoured option of his allies 
but was also unable to forge 
a bipartisan deal on the 
future powers of the execu- 
tive. 

“D'Alema has got every- 
thing wrong," observed Mr 
AchiHe Occhetto, the farmer 
PDS leader who was one of 
three abstaining in yester- 
day’s vote. He added: “The 
League operated solely on 


the basis of seeing which 
grouping, could be most 
harmed and then cast its 
vote." 

Mr Fausto Bertinotti, 
leader of the hardline Recon- 
structed Communism (R.C), 
said the vote was disastrous 
and vowed to prevent its 
Implementation. 

Mr D'Alema tried 

to put on a brave face an the 
vote, commenting tartly to 
journalists: “This is a step 
forward." 

In contrast Mr Silvio Ber- 
lusconi. leader of the right- 
wing opposition said: "We 
can feel pleased with this 
vote since we were the first 
to demand a reform that 
ensured the person with 
responsibility at the top in 
this country was not simply 


an expression of the parties 
but elected directly by the 
citizens and deriving legiti- 
macy from this." 

Similar comments 
from Mr Gianfranco Fini, 
head of the rightwing 
National Alliance (AN), and 
the driving force behind the 
introduction of presidential- 

The battle will now hinge 
on whether the new presi- 
dent is elected an a majority 
vote in one round or it as in 
France, there is a second bal- 
lot run-afL The PDS is proba- 
bly ready to support "semi- 
presidentialism" provided 
there is a second round - a 
move apposed by the right. 
Without agreement on the 
electoral sys t em , parliament 
will lack the two-thirds sup- 


port necessary for a constitu- 
tional change and the reform 
could be stillborn. 

The proposed system dif- 
fers in a number of ways 
from the French mndAi The 
most important differences 
are that the Italian parlia- 
ment will be able to remove 
the president on a two-thirds 
majority vote; the president 
will only be able to dissolve 
parliament in consultation 
with the premier and the 
leaders of the two houses; 
dissolution cannot come in 
the first two years of a new 
legislature; and in the case 
of “cohabitation" between a 
prime minister representing 
one grouping and a presi- 
dent backed by another, the 
president will not be allowed 
to attend cabinet meetings. 


Deutsche 
Telekom 
in on-line 
music link 


By Alice Rawsthom 
In London 


Deutsche Telekom, Europe’s 
largest telecommunications 
group. Is in advanced negoti- 
ations with German record 
companies on a trial service 
enabling consumers to buy 
music at home using their 
personal multimedia com- 
puters. 

The trial will form part of 
Telekom’s T-Online system, 
a computer-based communi- 
cations network using 
high-speed telephone links to 
provide services such as on- 
line banking and internet 
access to homes. 

Consumers with a multi- 
media computer will be able 
to dial into T-Online’s digital 
jukebox: They can listen to 
20-second samples of the 
music before sending an 
order electronically. The 
music will then be sent 
directly to their computer 
hard disk in digital fa rm 

Deutsche Telekom hopes 
to begin limited tests in 
about 300 German homes 
later tills year. A larger pilot 
project, scheduled to start 
next year, will encompass 
several thousand homes, 
making it tbe biggest an-Une 
music sales system to date. 

The few existing digital 
jukeboxes are restricted to 
selling music from indepen- 
dent record labels, whereas 
Deutsche Telekom is negoti- 
ating with IFPI Germany, 
the trade association, to 
include multinational music 
groups such as Sony. E MT , 
Warner, PolyGram and 
Bertelsmann 

Mr Peter Zombik, director 
of IFPI Germany, said he 
was convinced the system 
was technically feasible and 
had adequate controls to pre- 
vent pirate recording. 

IFPI Germany hopes soon 
to agree a general frame- 
work with Deutsche Tele- 
kom, which will then discuss 
specifics with individual 
record companies. 

Details would include 
whether the service will sell 
albums or singles, and if 
record companies would pre- 
fer to be paid directly by 
consumers, possibly through 
a secure electronic payment, 
or through an additional 
charge on telephone hills. 

One of IFPI Germany's 
chief concerns has been to 
ensure the record compa- 
nies, rather than Deutsche 


Telekom, act as content pro- 
viders, so retaining full con- 
trol of their copyrights. 

This principle, which 
empowers record companies 
to decide which of their 
products will be available 
and at what price, Is expec- 
ted to be extended to other 


on-line music sales services 
in other countries. 
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EU’s Flynn takes tough 
line on factory closures 


By Ned Buddey in Brussels 


Factory closures and 
redundancy plans could be 
declared illegal if companies 
fail to consult their workers 
properly in advance, under 
plans being considered in 
Brussels. 

Mr Padraig Flynn, Euro- 
pean Union social affairs 
commissioner, said yester- 
day he wanted to reopen the 
question of sanctions against 
companies which ignore 
legal obligations to consult 
workers about lay-off plans. 

The move comes after 
French car maker Renault's 
surprise announcement in 
February that it was closing 
a Belgian factory with the 
loss of 3,100 jobs sparking 
concerns that EU worker 
protection laws were inade- 
quate. 

The sanctions issue will be 
raised with the “social part- 
ners” - iminn and employ- 
ers’ or ganisat ions — in dis- 
cussions launched yesterday 
on plans to require an EU 
companies to set up worker 


consultation committees at 
national level. 

Unions and employers 
have six weeks to give their 
views. 

The new legislation would 
build on the mrigtiwg Euro- 
pean Works Council direc- 
tive - legislation adopted 
under the social chapter of 
the Maas tricht treaty. That 
requires mul tinational com- 
panies above a «*•*»*" size 
to set up EU-wide “works 
councils”. 

‘There should be a closer 
look at the matter of sanc- 
tions [and] it would be my 
intention that this should be 
put to the social partners,” 
Mr Flynn said. 

The Commission's draft of 
the existing works council 
directive, published in 
1991-92, included a clause 
allowing dismissal notices to 
be declared null and void if 
companies had not consulted 
workers adequately. 

That proposal was thrown 
out by EU ministers. But 
commission officials suggest 
the Renault case and the 


election of left-wing govern- 
ments in several EU states 
might soften attitudes 
towards sanctions. 

Legislation adopted under 
the social chapter requires 
only a qualified majority 
Mtnp n g ministers. 

The paper sent to the 
social partners includes as a 
“main element" far consider- 
ation “sanctions and/or 
man gamants to a»mr»i the 
legal effects on the contract 
or conditions of employment 
of decisions token in breach 
of the right to consultation". 

The idea could be a test of 
the new British govern- 
ment's attitude towards EU 
social policy. 

The Labour administration 
has dropped the British opt- 
out to the social chapter. But 
Mr Tony Blair, prime minis- 
ter, warned at his first meet- 
ing with EU leaders in the 
Netherlands last month that 
the UK would reject social 
measures that might impede 
competitiveness. 

Meanwhile in France, 
political pre ssur e on Renault 



Social affairs: Flynn plans to reopen sanctions issue 


to reconsider its position 
appeared to Increase further 
when a member of the 
Socialist party that is set to 
lead the country’s new left- 
wing government said the 
party was asking the com- 
pany to halt the procedure to 
dose the plant 


Socialist officials in Paris 
were unable immediately to 
confirm the party's official 
position, although they reit- 
erated its opposition to tbe 
closure. The French state 
has 46 per cent of company's 
shares and five out of 14 
board members. 


Millennium and 


Emu create 


software grief 


By Nicholas Denton 


The European information 
technology industry may 
join calls to postpone Euro- 
pean monetary union unless 
the European Commission 
lays down technical guide- 
lines for dealing with a sin- 
gle currency by September. 

IT trade associations from 
12 European countries have 
warned - in a letter to Mr 
Yves Thibault de Silgny, the 
European commissioner - 
there may be Insufficient 
time to revise and test com- 
puter systems before the 
scheduled start of Emu in 
1999. 

The coincidence of prepar- 
ing computer systems to 
handle a single currency and 
to deal with dates after the 
year 2000 - the so-called Mil- 
lennium Bug - is putting 
severe pressure on staffing 
In the IT Industry. 

The task is further compli- 
cated, according to the IT 
Industry, by the European 
Union's lack of speed and 


decisiveness in producing 
common guidelines on issues 
which affect the program- 
ming of computers, such as 
payment settlement 

The delay led to a height- 
ened warning yesterday 
from Mr Rob Wlrszycz, direc- 
tor genera] of the UK’s Com- 
puting Services & Software 
Association, which groups 
550 companies including ICL. 
IBM and Electronic Data 
Systems. 

“Because timescales are 
tight specifications unclear 
and resources at a premium, 
from an operational point of 
view we may have to re-ex- 
amine the feasibility of Emu 
In 1999. The Emu start-date 
can be moved but the millen- 
nium cannot," he said. 

The IT associations said 
haphazard rule-making and 
unco-ordinated software 
development could increase 
the IT cost of Emu, which is 
already estimated at $25bn 
by BZW. the investment 
banking subsidiary of Bar- 
clays Bank. 


Russia invites spies to 
come in from the cold 


By Chrystia Freeland 
in Moscow 


Russia's revamped KGB has 
set up a 24-hour telephone 
hotline aimed at wooing 
back Russians who have 
strayed into the employ of 
foreign intelligence services. 

In an example of the far- 
mer bastion of communism 
making use of techniques 
pioneered by the decadent 
capitalist west, the hotline 
is an effort to entice Rus- 
sians working as spies for 
outside powers to turn into 
double agents for the 
motherland. 

As General Nikolai Kova- 
lyov, head of the Federal 
Security Service (FSB), the 
successor to the KGB, 
explained in a television 
interview, the main sweet- 
ener In the upyrn asters’ 
appeal to Russia’s treacher- 
ous citizens is financial: 
double agents will be able to 
keep their pay-offs from 
their foreign handlers, with 
Moscow’s approval. 

Gen Kovalyev, in a sales 
pitch worthy of the most 
zealous capitalist entrepre- 
neur, promised would-be 


double agents complete con- 
fidentiality. An FSB spokes- 
man went further, telling 
Itar-Tass, the Russian news 
agency, that all Russian 
informers who went to work 
for the Kremlin would be 
safe from prosecution. 

No KGB proposal would 
be credible without a hint of 
iron. That Gen Kovalyev 
provided, warning spies 
they should turn themselves 
in soon, because “sooner or 
later we will catch every- 
body". 

Gen Kovalyev said the 
telephone appeal was an 
attempt to crack down on 
foreign spying in Russia, 
which be riamraH bad flour- 
ished in the more open, 
post-Soviet era. The FSB 
says it has caught 39 agents 
for foreign countries over 
the past two years, and 400 
foreign spies. 

Judging by the difficulties 
in getting through to the 
Moscow phone number 
224-3500, the double-agent 
hotline was an histant suc- 


Mamring the phones yes- 
terday morning was Lieu- 
tenant-Colonel Alexander, a 


20-year veteran of the Rus- 
sian secret service, whose 
zeal for secrecy was such 
that he declined even to give 
bis surname. 

Col Alexander would not 
admit whether any "spooks" 
had volunteered on the hot- 
line to be double agents. 
But, he said, the novelty of 
direct access to the KGB had 
attracted hundreds of cal- 
lers, ranging from “the men- 
tally unwell" to curious 
journalists, as well as 
impoverished pensioners 
seeking an audience for 
their complaints about the 
collapse of the Soviet Union. 

This collection of oddballs 
would seem to be enough to 
try the patience of any tele- 
phone operator, particularly 
in Russia, a country 
renowned for the harshness 
of its telephone manners. 

But Col Alexander was 
unperturbed. “This is my 
job. I am trained to listen 
carefully to all conversa- 
tions and answer carefully,” 
he said. 

He hoped the hotline 
would “help people get out 
of a difficult situation, and 
that is no bad thing.” 
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Luzhkov wins 


housing deal 


Mr Yuri Luzhkov, mayor of Moscow, has won the 
Kremlin’s Messing for a special, go-slow housing reform 
programme, in another sign that the Russian capital has 
the muscle to pursue its own economic course. 

Mr Luzhkov’s six-point housing plan, announced in 
yesterday’s edition of izvestia, a Russian daily, is slower 
to raise the cost of rents and utilities to market levels 
than a more radical approach being pushed by the new 
reform team in the Russian cabinet. 

Under tbe mayor's bousing programme, rents and 
utility fees will not rise until 2000 for most Muscovites, 
although owners of more than two apartments will have 
to pay market rates next month. The plan also calls for 
the introduction of competitive bidding between the 
Inefficient, largely state-owned organisations which 
currently maintain municipal housing. Reformers. led by 
Mr Boris Nemtsov, first deputy prime minister, want to 
raise prices to market levels more swiftly, while providing 


direct compensation for Russia's poorest citizens, 
ensuring that no family pays more than 25 per cent of its 
income for housing. Chrystia Freeland, Moscow 


Holbrooke tipped for Cyprns 


Mr Richard Holbrooke, who negotiated a Bosnia peace 
agreement, was yesterday confirmed as the new 
presidential emissary to Cyprus, according to officials in 
Washington. 

Mr Holbrooke replaces Mr Richard Beattie, who was 
named last month by Mrs Madeleine Albright, US 
secretary of state, as her adviser on incorporating three 
foreign affairs agencies into the State Department 

Mr Holbrooke, noted for his tough bargaining style, 
negotiated the 1995 Dayton peace agreement which ended 
a 43-month civil war in Bosnia. In February last year he 
resigned as assistant secretary of state and took a jab 
with Credit Suisse First Boston bank in New York. 
Leaders of the Greek and Turkish Cypriot communities 
are to bold UN sponsored talks in New York 
next month. Reuter, Washingtor. 


New jail term for Tapie 


Mr Bernard Tapie, the bankrupt tycoon, was sentenced by 
a French appeals court yesterday to six months in jail on 
tax evasion charges after passing off pleasure cruises on 
his luxury yacht Phocea as business expenses. 

Hie court upheld a lower court’s conviction of the 
ex-cabinet minister a year ago for evading more than 
FFrl2m ($2m) in taxes. It also upheld a 30-month 
suspended sentence for misusin g company funds in 
underpaying the Alain Colas Tahiti (ACT) concern which 
owned the 74m Phocea and was part of his collapsed 
business empire. Lawyers said Mr Tapie had yet to decide 
whether to appeal to the Supreme Court. 

Mr Tapie, 54, is serving an eight-month sentence for 
rigging a soccer match when he was the boss of former 
European champions Marseilles. Reuter, Pari 
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World Bank loan to Romania 


The World Bank has approved loans worth $550m to 
Romania to help the government with its ambitious 
market reforms, the bank announced yesterday. 

Tbe loans will fund improvements In social welfare, 
agriculture and the highway system, which are below 
western European standards. 

The reformist centre-right government began 
privatising state industries, scrapping subsidies and 
granting benefits to foreign investors at the start of this 
year. Although Romanians suffer inflation at almost 90 
per cent, the reforms have won praise from western 
lending organisations and investors . AP, Buckares 
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Italian inflation dips to 1.6% 
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May, headline consumer 
prices rose 0 J per cent, the 
highest increase since last 
November, according to 
Istot, the official statistics 
institute. The main push 
came from an increase in 
postal tariffs, without 

Istot said, tbe May 
would have been 
cent. A downward 
in food prices this 
year has continued to play 


an important part in containing inflation. Excluding the 
items in the foqd basket from the May figures, 
year-on-year inflation last month was running at 22 per 
cent against 2.1 per cent in April. 

Housing costs are now most out ofHne, rising as of May 
at an annualised 4 per cent The treasury yesterday 
estimated inflation this year would average 2.1 per cent to 
22 per cent Robert Graham, Rome 


Estonia yearns to return to European fold 

The tiny Baltic republic is making a strong case for EU entry - with or without its neighbours 


T wo castles face each 
other in stony silence 

across the Narva, a 
river which has for centuries 
been one of Europe’s great 
dividing lines, where Swedes 
fought Slavs, and Protestant- 
ism confronted Orthodox 
Christianity. 

Bat this bleak Baltic town 
of Narva could soon be an 
outpost of a new frontier if 
Estonia is admitted to the 
European Union and neigh- 
bouring Russia develops in 
its own unique direction. 

There is certainly a palpa- 
ble lon g in g in the tiny Baltic 
country of 1.5m people to 
return to the (west) Euro- 
pean fold from which it was 
ripped by the Soviet inva- 
sion of 1940. 

Mr Mart Sumann, Eston- 
ia’s prime minister, says he 
hopes his country will be in 
the first wave of countries to 
be invited to start accession 
talks at the end of the year. 

“The decision to join the 
EU was approved unani- 
mously by parliament.” he 
says. "We hope that EU 
membership will be decided 
an objective criteria. We 
consider that we have made 



all the necessary reforms.” 

With impressive speed, the 
Estonians have set about 
restructuring their economy 
along capitalist lines - 
resulting in growth rates of 
about 5 per cent a year - 
and recreating democratic 
institutions. 

Since regaining its inde- 
pendence in 1991, Estonia 
has developed into a model 
liberal economy. It has no 
trade barriers, a flat tax rate 
of 28 per cent for both com- 
panies and individuals, no 
restrictions an foreign own- 


ership, and a currency board 
which has linked the kroon 
to the D-Mark at a rate of 8:1 
for almost five years. 

While economic crises still 
dog many other parts of the 
former Soviet Union, the 
most heated debates among 
Estonian legislators appear 
to be over whether licensed 
taxi drivers should wear ties. 

This mixture of economic 
liberalism and social orderli- 
ness Inevitably conjures up 
images of a Baltic Singapore, 
fully deserving of EU mem- 
bership. But one of the big 


dilemmas confronting the 
EU is whether Estonia’s per- 
formance is so exceptional 
that it deserves to be invited 
to start accession talks 
ahead of neighbouring Lith- 
uania and Latvia, which 
share a similar history this 
century. 

The other dilemma is the 
degree to which geopolitical 
considerations should influ- 
ence the selection of new 
members from the list of 
applicants. That list also 
includes the Czech Republic, 
Hungary, Poland, Slovenia, 


Slovakia. Bulgaria, Romania 
and Cyprus. 

Germany is adamant that 
its eastern neighbour, 
Poland, should be in the first 
wave, even though its pace 
of economic reform is widely 
judged to lag behind Eston- 
ia's. The German govern- 
ment is more hesitant about 
tbe EU expandi ng to the Bal- 
tics for fear of upsetting Rus- 
sia. 

Though they express soli- 
darity with their Baltic 
neighbours, Estonian offi- 
cials resent being lumped in 
with them, and argue their 
country is further ahead in 
the transition process. 

Not surprisingly, there are 
subtle differences of view in 
Latvia and Lithuania, which 
also hope to be among the 
first wave of new EU mem- 
bers. 

Mr Pita- Ustubs, head of 
the EU policy division at tbe 
Latvian foreign ministry, 
argues that all three Baltic 
states should be invited to 
start talks simultaneously, 
then move at their own pace 
towards full membership. 

The Lithuanians, for their 
part, claim they have 


recently narrowed the per- 
formance gap with Estonia 
and now deserve to be 
admitted to the Union at the 
same Hwp 

Nonetheless, both Latvia 
and Lithuania say that, 
though they would be disap- 
pointed, they would accept 
Estonia’s admission ahead of 
themselves, provided the EU 
fully explained its decision 
and left the door open for 
them to join later. 

If anything stalls Estonia's 
early admission to the EU, it 
is more likely to be largely 
unspoken concerns about 
the country's ethnic Russian 
minority and its vexed rela- 
tions with its giant neigh- 
bour. 

About a quarter of the 
420,000 Russians who Still 
live in Estonia have chosen 
to take Russian citizenship 
while many others remain, 
in effect, stateless. Though 
Russians descended from 
pre-3.940 Estonian citizens 
can automatically claim citi- 
zenship, more recent immi- 
grants have to pass an Esto- 
nian language test before 
they can qualify for a full 
passport 


That causes much resen 
ment among the inhabitant 
of overwhelmingly Russia 
towns, such as Narvj 
although they concede tin 
their standard of livin 
exceeds that in Russia. Opir 
ion polls show a higher pn 
portion of young Russian 
favour joining the EU tbk 1 
do young Estonians. 

Mr Tunne Kelam, depot 
speaker of Estonia's porlii 
ment, who was forced t 
work as a nlgbtwatchman a 
a chicken farm during th 
Soviet occupation, says i 
would be wrong to “punish 
Estonia for its tolerance t 
sheltering its Russian minoi 
ity by denying the countr 
access to the EU. 

He argues that Estonia ha 
been extraordinarily fovgb 
ing towards the Russia 
minority - even allowiw 
10,000 Soviet army officers b 
remain in the country. 

“It Is inconceivable tha 
Czechoslovakia would hflV< 
allowed German Wehrmach 
officers to remain on thet' 
soil after the second work 
war." he says. 


John ThombiU 
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Minis ter survives censure but gives no clue how he will plug the gaps caa« OfV 4)1 

Waigel fails to clear budget fog 


>*eter Norman in Bom 

The defeat of an opposition 
cotton of censure in the 
J^estag yesterday against 
Mr TCifio Waigel, the finance 
J nin i®teri ensures continuity 
™ one of Germany’s most 
important government 
departments. 

But very little else about 
the nation's public finances 
is clear or predictable. The 
minister’s declaration on his 
handling of the proposed 
revaluation of the Bundes- 
bank g old and currency 
reserves and his stewardship 
of the nation's finances 
lasted just 20 minutes. 

Mr Waigel gave no new 
details about how he 
planned to plug yawning 
gsps in the federal budgets 
fbr 1997 and 1998, except to 
announce that future expen- 
ditures above DMim 
($590,000) would require his 
express permission. As In 
the past, he pinned his hopes 
on increased privatisation, 
mentioning the planned sale 
of more government shares 
in Deutsche Telekom, the 
Postbank, federal stakes In 
various airports, some prop- 
erties and a chain of motor- 
way service stations. 

Although Mr Waigel gave 


no figures in parliament, he 
is understood to have told 
party colleagues that he 
could raise DMlObn this year 
and another DMlObn In 1998 
through placing Telekom 
shares with institutions. 

The lack of news in his 
statement was a measure of 
the problems he faces. 
Higher than expected unem- 
ployment threatens addi- 
tional federal outlays of up 
to DM2Qbn this year. Tax 
revenues of federal, state 
and local authorities will be 
about DM9 bn less than 
expected in January, when 
the government drew up Its 
economic forecast for this 
year. 

That forecast included the 
prediction that Germany's 
1997 public deficit would be 
29 per cent of gross domes- 
tic product, just fractionally 
below the 3 per cent limit 
specified in the Maastricht 
treaty as a condition for 
membership of Europe’s eco- 
nomic and monetary union 
from January 1, 1999. 

The Maastricht treaty, 
therefore, is one constraint 
on Mr Waigel borrowing 
more to escape from his bud- 
get problems this year. 
Another is Article US of Ger- 
many’s Basic Law, which 


Brussels in 
single market 
action plan 


By Emma Tucker in Brussels 

Greater tax harmonisation 
in the European Union and 
the abolition of internal 
frontier controls within 
three years are two of the 
targets set out in a European 
Commission action plan for 
completing the single mar- 
ket, published yesterday. 

The ambitious blueprint 
sets out a clear timetable for 
plugging the holes in the 
internal market launched in 
1993. but still plagued by 
barriers to the free move- 
ment of goods, services, capi- 
tal and people. 

The plan, drawn up by Mr 
Mario Monti, single market 
commissioner, will be pres- 
ented to European heads of 
state when they meet in 
Amsterdam for a summit 
later this month. 

The Commission hopes 
they will give fresh political 
backing to a January Z 1699 
goal for completion of the 
single market, to coincide 
with the launch date 
of the European single cur- 
rency. 

“The completion of the 
single market and the single 
currency go hand in hand," 
said Mr Jacques Santer, 
Commission president yes- 
terday. 

The aim of abolishing 
internal frontier controls 
would not apply to Britain, 
which is expected to negoti- 
ate an opt-out from such 
plans at the Amsterdam 

s ummi t. 

The plan divides the fail- 
ures of the single market 
into three areas, with sepa- 
rate completion deadlines for 
each. 

Phase one covers actions 
which can be implemented 
in the very short term as 
they do not require new leg- 
islation. relying instead on 
practical steps at an Euro- 
pean Union and national 
level to realise commitments 
already given. 

Phase two covers mea- 
sures that have already been 
proposed but still need adop- 
tion by the European parlia- 
ment and Council. 

Phase three tackles the 
trickiest areas where prog- 
ress has been stalled because 
of disagreement among the 

15 member states. 

Measures covered include 


Phase t vvH* 

• .(hot nsqufi*ig fiiftber. : .../. y- 
: . fegtsfa&bn) ' .'“•',*.5 

• ESrrtinafing delays in ■ • , v * ‘’: 
. transposing angle market - Vj 
directives (Oot 1 1997) 

• LfoeraAsabon of telecoms 
(Jan 1998) and electricity 
(Feb 1999) 

Phased . if 

- (needs to be adopted by " •*.' 
parB&nent and ministers} 

• European com p any '■ 
statute (Jan 1 1999) 

• fJbereRsation of gas 

1 1999) . v '\ . ' 

■ PIunm ;3 

{priority treatment*. to find 
maximum posable 
affeerrmntbyJan i i999) 

• Restrictions on ponim.**.' 
fund in v es tm ent s . * 

• Cross-border mergers -\ 

• Copyrights . 

• Setting of financial v. 

services . ' 

• Modernisation of VAT . ! 

• Tax package 

• Freedom erf movement 


distance selling of fl nanrijii 
services, abolition of frontier 
controls, pensions legislation 
and reform of value-added 
tax. 

The Commission is com- 
mitted to bringing forward 
legislation where necessary 
and is urging the council 
and the parliament to reach 
‘•maximum possible agree- 
ment” by 1999. 

■ Privatisations of state 
owned companies will be 
scrutinised in future by the 
European Commission to see 
if governments have discrim- 
inated against non-national 
investors when selling the 
shares, according to guide- 
lines adopted by the Com- 
mission yesterday. 

Any country caught 
favouring its own nationals 
over investors from other EU 
countries could face action 
in the European Court of 
Justice. 

The guidelines, which clar- 
ify Treaty rules on free 
movement of capital, could , 
affect big privatisations such 
as the sale in Italy of Enl. 
the oil. gas and petrochemi- 1 
cals group. , 

The Commission believes I 
that an Italian law obliging 
investors to request author- 
isation for baying more than 
a limited number of voting 
shares discriminates in 
favour of Italians. 



MANCHESTER AIRPORT PLC 
MAJOR NEW RETAILING OPPORTUNITY 

Manchester Airport PLC is investing in a substantia] amount or new 
trading space in Terminal 1 to meet market demand. The release of 
new opportunities is imminent and Maochemer Airport PLC invites 
companies to register their interest UJ operate a new specialist retail 
unit. 

Applicants must specialise in: 

Andio/EJectrkal 

The unit is approximately J tiStn 2 and is Mttikted A reside Terminal 1. 

It is anticipated that the contract will commence February 1998. 
Companies wishing to be considered for inclusion on a select list of 
tenderers should apply as deluded, providing the following 
information. 

- Copies of the last two years audited accounts. 

- Company brocfture/profile. 

Applications should be made to the 

Administration Manager. Manchester -q-qw tuiflijchaster 
Airport PLC, Manchester M90 1QX by E-Q 5Srt 
Friday 13 June 1997. V 
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Waigel: saving face 

states that federal borrowing 
cannot exceed spending on 
investment except in an eco- 
nomic crisis. Mr Waigel 
could borrow about DM3Jbn 
more this year before hitting 
the investment level but offi- 
cials doubt whether it would 
be possible to exceed this 
sum because the economy is 
growing at about 2.5 per cent 
and hence is not in crisis. 

Mr Waigel would almost 
certainly prefer to raise 
taxes. But here he is con- 
strained by the Free Demo- 
crat party, the Junior coali- 
tion partner, which at its 
recent congress in Wies- 
baden rejected tax increases 




as a means of plugging bud- 
get gaps. 

Some factors, however, 
have been moving in Mr 
Waigel 's favour. Germany’s 
social security funds are in 
better health than last year, 
reflecting increased deduc- 
tions from wage packets. 
Interest rates are lower than 
expected. Moreover, at the 
federal level, much of the 
tax shortfall diagnosed in 
May had already been Identi- 
fied in January, when the 23 
per emit deficit forecast was 
made. 

In a speech cm Monday, Mr 
H a ns geo rg Hauser, the 
finance ministry state secre- 


tary, declared without any 
qualification that “Germany 
will meet the public deficit 
criterion this year’’. ■ 

Mudh greater concern sur-' 
rounds the 1996 federal bud- 
get. One senior parliamen- 
tarian said yesterday that 
there would have to be fur- 
ther difficult negotiations 
before it was dear whether 
the cabinet could produce a 
1998 draft budget that con- 
formed with the constitu- 
tion. ... 

Mathematically, the out- 
look is bleak. The finance 
ministry’s tax estimates , 
committee last month pre- , 
dieted that next year's fed- 
eral tax revenues alone 
would be DM1-L5bn less than 
previously expected. 
Although economic growth 
is accelerating, there is still 
no sign of a significant 
downturn in unemployment 
and its associated costs. 

Two rounds of talks 
among the coalition leaders 
this week failed to break an 
impasse arising from the 
FDP's determination to 
reject tax rises. It is a sign of 
the government’s problems 
that it has quietly dropped 
its plan to secure cabinet 
approval of the 1996 budget 
on July 2. 


By Rafph AttJnefn Bonn 

Germany's defence minister,'. 
Mr Volker Rflhe, yesterday 
gave his strangest assurance 
in recent months that Bonn' 
would bade, the Burofighter 
aircraft project after the 
■country's - exasperated air 
and space industry, threat- 
ened to pun out if there was 
no "positive signal-'' within 
the next month. ' - : 

Speaking after a meeting 
with Mr George Robertson, 
the UK's new defence secre- 
tary. in Bonn, Mr Rflhe 
expressed confidence that 
the German cabinet would 
give the go-ahead at a meet- 
ing expected on July 11, 
despite the country's deter- 
iorating public finances. : - - 
' Mr Rflhe had spoken ear- 
lier yesterday with Mr Tbeo 
Waigel, finance minister, 
and agreed “there are no 
more savings possible in the 
German armed forces”. The 
aerospace industry reckons 
Bonn needs to find about 
DM85Qm (tSOOm) in. its 1998 
budget for Eurafighter. 

Germany's delay in provid- 
ing a formal cornnhtment for 
the joint project with Italy 
and Spain, as well as the UK, 
Is proving an increasing 
embarrassment for Bonn. It 


rega^ the aircraft as vital 
.for its ddfetice strategy and 
for its -European relations ; 
but. fhe deciskKi on funding 
for the 2lVyear-prpject has 
coincided with enormous; 
pressures oniederal budgets. 

Mr Aloysius. I j,Raueiii 
■ responsible- for the Euro- 7 
fight® ■ - at- Daimler-Benz 
Aerospace (Dasa). said 
- patience with the . German 
government was running 
out.. Dasa, which has spent 
more thaw OMSOOm gearing 
up for. production, - had 
“finally reached the itxnit of 
what ft can bear”. ^ . 

Dasa confirmed -it had 
offered to bring forwariibe 
repayment to the govern- 
ment of DMlhn launch aid it 
received for the development 
of Airbus airHners._Mr. Rflhe 
said he -regarded the indus- 
try’s threat to pull out not as 
a -threat hat as “informa- 
tion”- about the industrial 
situation. But he would not 
discuss whether failure by ’ 
the cabinet to reach a deci- 
sion in July would, 'in effect, 
kill the project ■_ - ■ 

, Mr Robertson described 
Mr Rohe’s pledges as “a step 
forward” and. said the UK’s 
Labour government was as 
committed to Eurafighter as 
its Conservative predecessor. 


But be avoided any hint that 
Britain might take over part 
of - Gennahy's •• planned 
involvement. - 

-British .pressure on the 
German-- .government is 
expected to. continue when 
.Mr Tony Blair,: the prime. 
: minister, meets Chancellor 
Helmut Kohl tomorrow. The 
UK is expected to boy 230 
Enrofightera and Germany 
180. About 20,000 jobs in 
each -country could "be at 
'stake. 

Robin. Allen reports from 
Dubai: Competition to sup- 
ply up to BO-strike aircraft to 
the United Arab Emirates in 
a deal worth $8bn-$0bn lias 
been thrown wide open 
again following successful 
evaluation tests on the Euro- 
fighter,- 

According to senior west- 
ern diplomats, France's 
Rafide fighter-bomber, made 
by Dassault, is also a con- 
tender for the contract, 
which may now be divided 
between some 30 Rafales and 
up to SO ' Eurofigbtars. The 
refusal of the US administra- 
tion to release all of the tech- 
nology required by Abu 
Dhabi on Lockheed Martin’s 
F-16 Falcon has damaged the 
chances of the US aircraft. 
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NEWS: INTERNATIONAL 


Syria reopens its border with Iraq 


By David Gardner, 

Middle East Ecfitor 

Syria has reopened Its 
border with Iraq tor busi- 
nessmen, in what looks like 
the first step towards ending 
one of the longest schisms in 
the Arab world. 

The move marks Syria's 
attempts to win a slice of the 
oil-for-food market under 
which sanctions-hit Iraq la 
licensed by the ON to sell 
$ 2 bn worth of oQ every six 
months In order to import 
essential food and medicine. 

But longer term, the deci- 
sion reflects Syria's efforts 


to strengthen Arab ranks 
against Israel by slowly 
bringing Iraq back into the 
fold, from which it was 
excluded after President Sad- 
dam Hussein's invasion of 
Kuwait in 199ft. 

Syrian officials and the 
Syrian Chambers of Com- 
merce say three border 
poets, at Abu Kamal. Abu al- 
S hamat and Tal Qoujik, 
have been opened for Syrian 
and Iraqi businessmen to 
cross into each others* coun- 
tries overland. 

A Syrian business delega- 
tion went to Iraq last month 
and was received by nine 


Iraqi ministers before 

returning with food and 
pharmaceutical contracts 
worth $20m. An Iraqi busi- 
ness delegation is expected 
in Damascus tomorrow to 
discuss further contracts. 

The UN yesterday approved 
a second $2bn oil-for-food 
resolution. 

Mr Farouq al-Shara’a, Syr- 
ian foreign minister, said on 
Monday no decision had 
been taken for a general 

opening of the border, but 
added: “It is difficult to 
imagine that Iraq, an Arab 
brother country, will eter- 
nally remain in the grip” of 


International isolation. 

Syria has this year been 
attempting to persuade Arab 
leaders to adopt a more 
robust iinp a gainst the hard- 
line Israeli government of 
Mr Beniamin Netanyahu, 
which has set Its face 
against returning conquered 
Arab land, including Syria's 
Golan Heights, in exchange 
for regional peace. 

As part of this effort. 
Damascus argued Iraq 
should he invited to send 
rrff? ciate to an Arab summit, 
particularly as Israel was 
strengthening its alliance 
with Turkey, a development 


Syria regards as a serious 
strategic threat. 

Syria and Iraq are ruled by 
rival branches of the Ba'ath 
party, which shared common 
pan-Arab nationalist aims 
btfore each became vehicles 
for legitimate military- 
backed regimes which have 
been at each other's throats 
for two decades. 

Syria closed its border 
with Iraq in 1980. shortly 
after Hussein name 

to power, and sided with 
Iran in the 1380-88 Iran- Iraq, 
war. shotting down Iraq’s oil 
pipeline to the Mediterra- 
nean in 1982. 


In the latter stages of the 
1975-90 Lebanon civil war, 
Iraq backed and armed Mar- 
onite Christian forces 
apposed to Syria’s creeping 
hegemony over the country. 
Following Iraq’s invasion of 
Kuwait, Syria, along with 
Egypt and Saudi Arabia, 
joined the US-led alliance 
which evicted Saddam’s 
forces in 199L 
Iraq, for its part, will wel- 
come rapprochement with 
its Ba’athist rivals at a time 
when Turkey is in a position 
to launch incursions against 
Kurdish forces in - northern 
Iraq almost at will. 


Palestinian aid faces obstacle course 

Donors find much to frustrate them on both sides of the ethnic divide, writes Judy Dempsey 


F or the past 12 months, 
a machine for stitch- 
ing shoes has been 
waiting for clearance by the 
Israeli authorities at the port 
of Ashdod. The machine, 
financed by the European 
Union as part of donor assis- 
tance to the Palestinian 
Authority (PA), is destined 
for a West Bank workshop. 

“The Tgrapita said we bad 
to have clearance from the 
military, for security rea- 
sons. I can understand that." 
said a donor. “But how 
much longer do we have to 
wait. How can a stitching 
ma chine for uppers threaten 
security?” 

The countless examples of 
Israel’s bureaucratic obsta- 
cles will be just one of the 
issues raised today at a 
World Bank-hosted meeting 
in Washington called to 
assess donor assistance to 
the PA. It is also expected to 
expose how much donors 
and the Authority differ over 
the goal of that aid. 

In 1993, after the Israeli- 
Pales tlnlan Declaration of 
Principles paved the way for 
limited autonomy in the 
West Rank and Gaza, donors 
from more than 30 countries 
enthusiastically committed 
$2-7bn to the region. 

The idea was that it would 
be distributed by the World 
Bank between 1994 and 1998 
and channelled into a wide 
range of projects, from 
education and institution 
building, to agriculture and 


Donon MestMam 

CTop fO by pledge) 


US - • 

• T.;6PP. •• 

•• 296 '• 

207 

BJ 

. • vW- ■ •3S7'--. 'W • 

357 

230 

BET 

linn ' * •’ 

. v.;V •;..3QQ 1 

' 89 

- na 

Japsm 

: 256 - ‘ 

231 • 

232 

World Baric 

;'c.230 s'. 

.185 - 

66. 

Saudi Arabia 

' • " a V ‘ •200 :: ■ • 

• 185 

83 

Netherlands - 

v V •. -151 > '• ■■ ■■■: •• 

150 - 

90 ' 

Germany 

•: * TfiO V - 

: . •- 149 

89 

Arab Fund . 

•" • iso .;- 

149 

0 

Spain \ • 

• • •123, 

. . 122 

• 31 

Total** '.'V ' '• 

• 3,439 

.2,790 

1^14 


Trnumm fnimnnnrf fflm* "ttref As**** SO atboedUKrs 


Netanyahu sets out principles 

Mr Benjamin Netanyahu, the Israeli prime 
minister, yesterday unveiled principles for a 
final settlement with the Palestinians but 
did not spell out how much land Israel was 
prepared to give up, writes Judy Dempsey. 

The “Allan Plus”, called after Yigal Atkm, 
a former foreign mhiisterand gofficr who 
devised a plan in the early 1970s to build a 
belt of Jewish settlements along the Jordan 
River, was presented to q»l«»teg cabinet 
members and the security and intelligence 
forces. It cattails Israel controlling greater 
Jerusalem, including east Jerusalem, the 
Jordan Valley and the settlements in the 
West Bank. 


for final peace settlement 

In addition, officials said it would form a 
saam, or kind of buffer zone, around the 
West Bank and would make sure “vital 
arteries such as water” were placed under 
Israeli coutroL “These are guiding 
principles for final status negotiations,” an 
official said, adding that no maps were 
presented at the meeting. 

The Palestinians immediately rejected the 
plan for the final status talks. If ever 
agreed, they would delineate the borders of 
Israel and a Palestinian state, decide the 
future status of Jerusalem, the Jewish 
settlements, the 4m Palestinian refugees 
and water resources. 


employment schemes. 

Part would be adminis- 
tered and disbursed by the 
Palestinian Council for 
Development and Recon- 
struction. or Pecdar. Part 
would finance the PA’s bud- 
get deficit which last year 
amounted to $50m and is 
estimated to reach $52m this 
year. To date, $l.5bn has 
been disbursed. 

Three years into the pro- 
gramme, punctuated by clo- 
sures imposed by the Israeli 
government on the West 
Bank and Gaza, which 
slowed implementation of 
aid projects, donors and the 
Authority both agree they 
want the Israelis to stop pla- 
cing obstacles in their way. 
But they see eye-to-eye on 
little else. 

“You can blame security 
for nearly every thing ," said 
Mr Ferdinand Smit, chief of 


Staff and IimH of fho dOUQT 
co-ordination unit at the 
United Nations in Gaza. 
“Frankly, there is no incen- 
tive for Israel to change its 
ways. It has a $2bn captive 
market in the West Bank 
and it wants to hold on to 
it” A senior Israeli official 
denied any bureaucratic 
delays were intentional. 

If donors are frustrated 
with what one European 
Union diplomat described as 
“Israel becoming the master 
of bureaucratic obfuscation”, 
they are just as irritated by 
the PA’s own bureaucracy 
and lack of strategy. 

“I know it takes time,” an 
£U diplomat -said, “but the 
PA has been slow to fill the 
ministries with the right 
people, slow to consolidate 
the budget and slow to make 
its finances transparent.” 

Such criticism coincided 


with a recent auditor's 
report showing how S326m, 
or about 40 per cent of last 
year's PA budget, had either 
been squandered on luxury 
items or not collected. The 
report also found that some 
donor aid had allegedl y been 

siphoned off into personal 
accounts. 

Another problem the 
donors face is the antipathy 
of both the PA and Pecdar 
towards international and 
domestic non-governmental 
or ganisations, such as fam- 
ily planning groups, chil- 
dren’s aid and church 
groups, regarded by the EU 
countries as f undamental far 
fostering economic and polit- 
ical plu ralism _ 

Mr Mohammad Shtayyeh, 
head of Pecdar. admits he 
would prefer all aid to be 
centralised. “Don’t get me 
wrong. I am not a Stalinist I 


just feel it would prevent 
overlapping and duplica- 
tion.” 

Mr Shtayyeh would also 
prefer the donors, besides 
financing this year’s budget 
deficit to focus more on 
water, roads and infrastruc- 
ture projects. “These should 
be the priorities. 

The donor *; hold a differ- 
ent view. “The lack of 
investment in small and 
medium-sized enterprises is 
a major problem,” said a 
S candinav ian donor. “It is 
vital for creating jobs. We 
have raised this with the PA 
several times. But there is 
no effective co-ordination on 
the recipient side. 

“We are still waiting for a 
decent investment and tax 
law. No company wifi come 
to the West Bank until the 
legal framework is in place.” 

However much the donors 


complain privately, they 
have yet to adopt a united 
policy on how to compel 
Israel to speed the flow of 
donor equipment, or how to 
persuade the Pales tinian 
Authority to become more 
transparent, strengthen the 
legal framework and stop 
creating monopolies. This is 
because their motivations 
differ for the allocation of 
aid in the region. 

“Some donors are under 
pressure by their govern- 
ments to push their own 
companies into the West 
Bank,” explained a senior 
diplomat “Other donors pre- 
fer to bypass the PA and 
deal directly with non-gov- 
ernmental organisations. 

“Other donors impose 
ridiculously high environ- 
mental standards on projects 
when what is needed is sim- 
plicity." 
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INTERNATIONAL NEWS DIGEST 


Foreigners 
flee Freetown 


France evacuated mare foreigners from Freetown 
yesterday and Sierra Leoneans streamed out to the 
provinces as Ghana tried to avert a showdown pitting 
Nigeria against coup leaders and their rebel allies. 

Residents have virtually abandoned the seafront 
Aberdeen district, which was bit by shells on Monday, 
fleeing either into the city centre or to the interior. 

Ghana sent a team to try to negotiate a peaceful end to 
the sfiowdown, which began with a coup on May 25 and 
turned bloody on Monday after Nigerian gunboats shelled 
the city and dissident soldiers and rebel allies turned on 
Nigerian soldiers there. 

A spokesman for the coup leaders said they had freed 
300 Nigerian soldiers, captured on Monday to bold as 
human shields against air raids. They returned the 
Nigerians to their Freetown base. Reuter, Freetown 

Barak elected by big margin 

Former military chief Ehud 
Barak (left) was elected 
leader of Israel’s opposition 
Labour pail}’, winning 57 
per cent of the vote, 
according to TV projections 
yesterday. He succeeds 
elder statesman Shimon 
Peres. “Tins is the first step 
on the road that will return 
Israel to balanced, 
responsible and worthy 
hands,” Mr Barak said. 

“We will replace (Mr 
Benjamin Netanyahu’s) 
failing government.” Mr 
Barak. 55, has become the 
hope of Israel's peace 
camp. He argues that he 
alone can unseat Mr Netanyahu, who once served under 
him In Israel's elite Sayeret Matkal commando unit. The 
vote marks a generational shift in Israeli politics: for the 
first time, Israel’s two large parties - Labour and 
Netanyahu’s Likud - will he headed by native Israelis 
who grew up there. AP, Tel Aviv 

Algeria arms for key poll 

Heavily armed troops and police started to deploy around 
polling stations in Algiers yesterday as millions of voters 
throughout Algeria prepared for their first general 
election in more than five years of violence and 
bloodshed. 

The security deployment for today's ballot followed a 
wave erf bombings blamed an Moslem fundamen talis ts 
with at least 22 people killed and 120 wounded in three 
days. The authorities are expected to deploy about 200,000 
soldiers and other security forces to guard the nearly 
l&8m voters among Algeria’s 29m people. 

The ballot is seen by President Liamine Zeroual as a 
key to ending years of crisis that followed the last general 
election in December 1991. Then, the now-outlawed 
Islamic Salvation Front (FIS) dominated the poll and in 
January 1992 the authorities scrapped it Algeria plunged 
into violence in which about 60,000 people have died. 
Reuter. Algiers 
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NEWS: WORLD TRADE 


Curtain-up on new Japanese film era 

a Q Q Q g B B-B fi B B 


The pressure from foreign 
exhibitors is forcing change 
in the country’s hide- 
bound cinema industry, 
writes Michiyo Nakamoto 


Japanese cinema industry 

Number of cirtoii>as( , 000s)^^^ 

«_ 


G oing to the cinema 
can be a trying expe- 
rience in Japan, 
where prices are often high, 
the seats cramped, and the 
popcorn stale. But all this 
may be about to change. 

Japanese movie-goers have 
long had to endure third-rate 
conditions, the result of age- 
old practices which have 
restricted competition and 
hampered modernisation of 
what is the world's second 
biggest ctnprpa market. But 
growing pressure from for- 
eign operators promises to 
spur a shake-up. 

Last month. United Cine- 
mas International, a subsid- 
iary of Paramount/Universal 
Studios, ann ounced plans to 
build a multiplex cinema in 
Sapporo, one of Japan's nine 
main film exhibition centres 
which have been dominated 
and guarded jealously by the 
domestic industry. 

The multiplex, to be built 
in an alliance with Mr Fujita 
Den, an entrepreneur who 
runs McDonald's and Toys 
■R’ Us in Japan, is the sec- 
ond of 20 the US company 
plans to develop nationwide 
by the year 2000. 

Warner My cal, a joint ven- 
ture between the US enter- 


tainment company Time 
Warner and Mycal, a Japa- 
nese retailer, is also plan- 
ning 20 more multiplexes in 
addition to the eight it 
already has across the coun- 
try. 

This aggressive foreign 
expansion is slowly but inev- 
itably breaking down out- 
dated practices and spear- 
heading a transformation in 
the Japanese industry. 

With box office revenues 
of $1.5bn, the Japanese mar- 
ket was the second largest in 
the world last year. This was 
well behind the US with 
$5.7bn, but far ahead of 
France, in third place with 
$900m. according to industry 
figures. But, as Mr Adam 
Gower, UCTs representative 
director in Japan, points out, 
the country also has one of 
the industrialised world's 
poorest attendance rates and 
the lowest number of 
screens per head. 

Where the US has one 
screen per 9,000 people, 
Japan has one per 70,000. 
Although Japanese have 
some of the highest dispos- 
able incomes in. the world, 
the average number of visits 
per person to the cinema is 
just 1.59 a year, compared 
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with five per person in the 
US. As a national pastime, 
going to the cinema ranked 
17th in a survey by the Lei- 
sure Development Centre, an 
organisation affiliated to the 
Ministry of International 
Trade and Industry. 

“The number of people 
going to cinemas in Japan is 
so dismally low because it’s 
such a miserable experi- 
ence." says Mr Paul Smith, 
industry analyst at HSBC 
James Cape! in Tokyo. This 
view is echoed by UCTs Mr 
Gower who says that cine- 
mas have a bad reputation 
in Japan. “The seating is 

uncomfortable and the 

service is poor. To make 
matters worse, the price of 
seeing a movie has gone up 
20 par cent in the past eight 


years or so to Y1.800 
[$15.50]/’ The net result lias 
been that attendance has 
fallen almost consistently 
since I960. 

Much of the blame rests 
on a monopolistic industry 
structure, restrictions on 
competition and government 
regulations which favour the 
small, domestic operator. 

The situation is sfrwnar to 
that described by Kodak, the 
US photographic film manu- 
facturer, which riaium that 
Its rival FuJifUm’s control 
over distributors, and 
alleged government collu- 
sion to keep out foreign com- 
petition, have prevented 
Kodak from inmwging mar- 
ket share in Japan. The US 
government has complained 
to the World Trade Organi- 


sation over many of the 
issues raised by Kodak. 

In Hia hu p itiw market, the 
control which three big com- 
panies — Shochiku, Toho and 
Toei — exercise over the dis- 
tribution of films means 
they caw decide which cine- 
mas get to show any particu- 
lar film, for how long and at 
what price. 

An official at the Japan 
Association of Theatre Own- 
ers explains that since the 
Pfhihitnr pays a percentage 
of revenues to the distribu- 
tor as the price of showing a 
film, it Is unable to Ox Its 
own seat prices. According 
to Mr Gower, independent 
cinemas defying the big 
three could find themselves 
without any films to show. 
“Anybody who tried to do 


this outside Japan would be 

arrested," he says. 

The industry association 
has tried to maintain this 
situation by resort to the law 
affecting large retail stores. 
The legislation, which 
restricts the spread of huge 
retailers in order to protect 
small shipowners, is one of 
the key issues brought up by 
the US in the WTO. 

UCL for example, has been 
asked to delay building its 
multiplex in Kanazawa in 
north-western Japan until 
group of local cinemas axe. 
ready to compete with their, 
own. 

The domestic industry 
knows the writing is on the 
wall, however. As one offi- 
cial commented: “We have to 
improve our services and try 
to compete as good rivals." 
Japanese companies are 
beginning to join the compe- 
tition. Last year, Shochiku 
established Shochiku Multi- 
plex Theatres, which plans, 
to develop 10 sties with a 
total of 100 screens by 3399. 

UCL meanwhile, plans to 
go ahead with its Kanazawa 
project Mr Gower believes 
Miti will be too embarrassed 
to use the large retail store 
law against a foreign com- 
pany at a time when it faces 
criticism in the WTO . 

According to HSBC James 
Capel’s calculations. 600-800 
new screens are planned 
over the next five years. It 
may not be too long before 
going to the movies any- 
where In Japan becomes a 
pleasure rather than an 

ordeaL 



Irish award 
deep water 
oil licences 


By John Murray Brown 
in Dublin 

The Dublin government 
yesterday awarded oil explo- 
ration licences to 11 foreign 
consortia for the Rockall 
Trough, a deep water sedi- 
mentary basin stretching up 
to 650 miles west of Ireland, 
in what is. considered one of 
the five key exploration 
areas in the world. 

Mr Emmet Stagg, the 
energy minister, said It was 
"by far our most successful 
round [of licences] to date,” 
and predicted that Rockall 
would emerge as “one of the 
most exciting untested areas 
in north-west Europe". 

One UK oil analyst said 
the area “could throw up a 
lbn barrel find like BP’S Col- 
ombian venture, but we just 
don’t know.” 

The companies include BP, 
Shell. Elf and Total of 
France, Statoil of Norway, 
and the US companies Mobil, 
Arco and Union Texas - tak- 
ing a total of 58 full and part 
blocks. 

Many of the same compa- 
nies were involved in the 
award of licences in April 
from the UK government, 
which allocated 41 blocks to 
24 companies in its section 
of the Rockall Trough west 
of the Hebrides. 

Mr Stephen Scullion, ana- 
lyst with Wood Mackenzie 
oil consultants in Edin- 
burgh, said it was “one of 
five or six key exploration 
areas in the world". He said 
the next five years' explora- 
tion would determine the 
extent of the hydrocarbon 
reserves in the British and 
Irish offshore sector. 


Ireland has had a fitful 
record In its offshore sector. 
Marathon is producing gas 
from a field off Kinsale in 
the south-west which is due 
to run out In a few years. 

There is os yet no oil pro- 
duction. although Mr Stagg 
revealed that the first oil 
was due to be pumped from 
the Connemara field, which 
is being developed by Statoil. 

Enterprise, which drilled 
two wells in the adjacent 
Porcupine Basin last year, 
had been “fairly successful", 
according to analysts. 

Mr Stagg said he had 
decided that the south Por- 
cupine would be subject to 
frontier licensing with a 
closing date of December is, 
1998. The minister said he 
would make a further 
announcement later this 
year about the terms, dura- 
tion and phases of the 
licences. 

Ireland has one of the 
world's most attractive tax 
regimes for oil exploration. 
Technological improvements 
have also changed the 
economics of high risk 
deep water areas such as 
RodealL 

Mr Peter de Ruiter, new 
business development direc- 
tor of Shell UK, said compa- 
nies were “no longer scared 
off by depths of over 1,000 
metres.” 

However the industry 
faces a dilemma in trying to 
replace reserves - whether 
to do it through exploration 
or through acquisition, as 
happened with Statoil’ s take- 
over of Aran Energy, the 
Irish independent which had 
Interests in BP’S West Shet- 
land development 


Indonesia 
steps up 
help for 
Timor car 


By Manuela Saragosa 
In Jakarta 

Indonesia has taken further 
steps to salvage its 
controversial “national” car 
project by decreeing that all 
government offices and 
state-owned companies must 
buy the vehicles. 

The trade and industry 
minister, Mr Tunky 
Ariwibowo, was quoted as 
saying compulsory 
purchases were needed to 
help Timor Distributor 
National achieve its sales 
targets. Sales have fallen 
below expectations since its 
launch late last year. 

This latest effort to help 
the national car comes as 
the European Union and 
Japan are requesting the 
World Trade Organisation 
to rule on the matter. Along 
with the US, they have 
accused the programme of 
breaching Indonesia's free 
trade commitments because 
the tax and tariff breaks 
offered to Timor Putra 
National are not available 
to other local 
manufacturers. 

The Indonesian 
authorities have shrugged 
off threats of a WTO ruling, 
and told several state-owned 
and private Indonesian 
banks to extend a S690m 
syndicated loan to support 
the national car programme. 

Australia 
considers car 
tariff policy 

The Australian government 
will settle fu ture car tariff 
policy soon, following 
receipt of the Productivity 
Commission report, Mr 
Peter Costello, federal 
treasurer, said yesterday, 
Nikki Tait reports from - 
Sydney. The government 
would balance its desire to 
keep a viable car industry 
and the need to meet its 
commitment to Asia-Pacific 
free trade by 2010, he added. 

The existing tariff . 
reduction scheme runs out 
in 2000, when tariffs on 
imported cars will have 
dropped to 15 per cent The 
commission's report is said 
to recommend that tariffs 
continue to fall, to 5 per 
cent by 2004. But car 
manufacturers claim this 
will threaten the industry's 
survival, and ministers are 
understood to be looking at 
compromises, including a 
slower rate of tariff decline 
after 2000. 


Consortia 
vie for 
Chinese 
contract 


By Andrew Taylor, 
Construction Correspondent 

About 10 US, European and 
Japanese groups and consor- 
tia are understood to have 
been shortlisted to finance, 
build and operate the $700m 
Wangcheng power station 
near Changsha, in China's 
Hunan province. 

Cash offers for the project 
are due to be submitted by 
September 25. Potential bid- 
ders are believed to include 
a consortium of Electricite 
de France, the French util- 
ity, and GEC Als thorn, 
which last year won the con- 
cession to build the $600m 
Laibln “B" power station in 
Guangxi. 

The Laibln “B” deal was 
heralded as providing a 
model for future foreign par- 
ticipation In build-operate- 
transfer power projects in 
China. 

Failure to develop accept- 
able concession terms for 
BOT projects, previously has 
discouraged international 
investors from entering the 
potentially massive Chinese 
power market 

Negotiations for the 
Wangcheng project therefore 
will be closely watched by 
bankers and developers seek- 
ing to build on the Laibln 
“B" deal 

Other groups reported to 
be bidding for the Wangch- 
eng project Include National 
Power and PowerGen of the 
UK. a consortium of the US- 
based Exxon group and 
Duke Power, Westinghouse, 
also of the US and ABB 
Energy ventures, the power 
generation subsidiary of 
ABB Asea Brown BoverL 

The concession, as with 
Laibln “B". is expected to be 
awarded to the group provid- 
ing the cheapest electricity 
price, leaving the developers 
to determine what returns 
they can get from their 
offer. 

The principal obstacle to 
international Involvement in 
power projects has been Chi- 
nese pre-occupation with 
placing a celling on Invest- 
ment returns to foreign com- 
panies, with the state trying 
to impose an informal cap of 
about 15 per cent 

Losing bidders at Lalbin 
'3" say the low price bid by 
the French consortium is 
likely to limit returns to no 
more than 15 per cent 

Bankers also have been 
concerned about tbe failure 
of central government to 
provide sufficient legal 
safeguards and underwrite 
part of tbe foreign exchange, 
credit, and fuel supply 
risks on BOT power projects. 
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NYSE set to 
quote prices 
in sixteenths 


' By Tracy Corrigan 
In New Yarik 

The New York Stock 
Exchange’s board of direc- 
tors is today expected to 
vote on a shift to trading 
stocks in increments of six- 
teenths. instead of eighths. 
This follows similar moves 
recently by the rival Nasdaq 
market and other US 
exchanges. 

The board may also dis- 
cuss a more radical move to 
trading stocks in decimals 
mstsod of fractions. Either 
step would probably cause 
the gap between buy and sell 
prices to narrow, resulting 
in savings for investors - 
and potentially lower profits 
for traders. 

Some change is widely 
expected because regional 
exchanges that trade some 
NYSE shares have already 
moved to sixteenths and 
could potentially trade 
shares on tighter spreads. 

A unilateral move to deci- 
mal pricing by the NYSE 
would also pre-empt a bill 
sponsored by Congressman 
Mike Oxley, ghflirrnnn of the 
House of Representatives 
subcommittee on finance 
and hazardous materials. 
The bill, which is working 


its way. through the system, 
is now due to go before the 
commerce committee. 

A spokeswoman for Mr 
Oxley said he welcomed the 

recent shift to sixteenths 
because it should narrow 
trading spreads but added: 
“We want to make the mar- 
ket accessible to more inves- 
tors. [The move to] six- 
teenths complicates the 
market even more.” 

Earlier this week, the 
National Association of 
Securities Dealers, Nasdaq’s 
parent, formally requested 
comments from investors, 
traders and listed companies 
on decimal pricing,, in con- 
junction with its own study. 

“We would like to have a 
recommendation to put to 
our board by the end of sum- 
mer," a Nasdaq official said. 

Mr Arthur Levitt, chair- 
man of the Securities and 
Exchange Commission, has 
expressed support for a 
switch to decimalisation. 
But any change, whether 
enforced by the SEC follow- 
ing legislation or adopted by 
exchanges individually, 
would take some time to 
come into effect, as com- 
puter systems would have to 
be adapted. 


Venezuela faces 
inflation surge 


Venezuela’s Inflation rate 
continued to climb last 
month - up 3.1 per cent in 
May compared with a rise of 
2.4 per cent in April, reports 
Raymond Colitt from Car- 
acas. 

The two-month rise - after 
an all-time low of 1.6 per 
cent in March - follows a 
year-long slowing of the con- 
sumer price index, which 
registered 12.6 per cent in 
May of last year. 

The upward turn marks a 
setback for the government. 


whose economic programme 
aims to bring inflation to 
under 2 per cent per month. 
The government insists the 
downward trend will resume 
and it will still be able to 
meet its inflation target of 
30-35 per cent for 1997. It 
blames the surge on recent 
salary increases averaging 
75 per cent. 

Independent analysts say 
inflation will not fall under 
40-45 per cent for 1997. The 
country’s inflation rate last 
year was 103.2 per cent 


Few Americans seem to care if Clinton solicited sex from Paula Jones 


Presidential high marks and low antics 


Clinton: so what if ho did? 
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A mericans wilt put up 
with a lot from their 
president It is bard 
to avoid that conclusion, 
from the evidence of recent 
opinion polls. 

These show that nearly 
three quarters of Americans 
believe Mr Bill Clinton solic- 
ited sex from Ms FauLa 
Jones, 60 pa cent think he. 
lied about his involvement 
in the Whitewater flnwnoiai 
scandal, and 40 per cent 
think he traded policy 
favours for big campaign 
donations. 

Even so, between 57 and 59 
per cent give him high 
Tnark-g as president In their 
minds, Americans seem to 
have severed any necessary 
connection between morality 
«>nd the presidency. 

On each of these charges, 
the president faces formal 
judicial or rn rtgryqrinnoi pro- 
ceedings: the Supreme Court 
last week cleared the way 
for him to face charges that 
as governor of Arkansas he 
tried to compel Ms Jones, a 
state employee, to have sex 
with him in a Little Rock 
hotel room. Whitewater, and 
allegations of a related 
White House cover-up, 
remain the subject of an 
extensive investigation by 
the independent counsel, Mr 
Kenneth Starr. And Con- 
gress will soon hold public 
hearings on campaign 
finance abuses in the last 
election — including allega- 


tions the White House sold 
policy to foreign donors. ' 

In the court of public opin- 
ion, the president has; 
already been canvicted of an 
array of character offences 
involving not just personal 
but public morality. He is' 
not simply accused of trying 
to have sex with Ms Jones, 
but of using his position as 
governor to compel her com- 
pliance; and charges of influ- 
ence peddling in the White'. 
House Imply real corruption. : 

But, apparently, it takes 
more than this to make 
American jaws drop. News 
of the Supreme Court judg- 
ment denying the president 
immunity from prosecution 
had no perceptible effect on 
his approval ratings^ A CNN f 
USA Today/Gallup poll pub- 
lished earlier this week 
showed that 72 per cent 
rthink “some incident” took 
place in the T a tt l e Rock hotel 
room, but 62 per cent believe 
that is irrelevant to the pres- 
idency. Mr Clinton’s 
approval rating held steady 
at 57 per cent. During last 
year’s election, polls repeat- 
edly showed Americans did 
not find Mr fftintrm either 
honest or tru s t w o rth y - just 
honest and trustworthy 
Bnpngh to be president. 

Perhaps the president’s 
app^pval ratings remain 
high because; in the market 
of public opinion, all 'Clinton 
character flaws are already , 
fully discounted. Perhaps 


Americans have simply ova- - 
dosed car scandal: So even 
the most 'ttfflbrtihg of stories , 
- such as the Paula Jones 
affair, in which the plaintiff 
has- offered to identify cer- : 
tain “dlstingdiaMQg charac- 
teristics" -bn the presidential 

genitalia •-> overcome 

a prutound public uninterest 
in the affairs of national gov- ' 
eminent. Americans, have 
long been cynical " 'about 
their rulers; but public indif- 
ference to politics seems , to 
have readied new highs. 

Econotafcs probably does 
much to explain this phe- 
nomenon. Politics ebbs. and ; 
flows with economic growth; , 
when economics Is at high 
tide, Americans can afford to, 
let politics slide. 

The opposite may also be . 
true: when . economics 
wanes, politics may again 
rise to the fore. But there is 
little sign of economic down- 
turn at the. moment. SO, with 
no economic dr foreign pol- 
icy : . crisis - looming, 
Americans have turned their 
attention to hearth issues, 
such as education, teenage 
smoking, crime, and protect-' 
ing childr en from pornogra- 
phy an the internet. 

It is exactly these issues - 
mnny rf thorn fundament ally 

moral ones - which their 
character-flawed president 
has exploited the most suc- 
cessfully. Opinion polls show 
high approval ratings — in 
the 80 percentile range - for 


issues Mr Clinton- has pro- 
claimed from the presiden- 
tial “bully pulpit": efforts to 
curb teenage smoking, 
Install * f Y* chips to screen 
out sex ah# violence bn tele- 
vision, impose youth curfews 
and fight smut on the inter- 
net ■ 

Every-' presidential: pro- 
nouncemerrt is' larded with 
sacchartee-smtfmfflits about 
children and -family. But 
-though Americans know 
implies a moral contradic- 
tion with thh president’s pri- 
vate life; .they do not seem to 
care. 

Critics of the president ask 
why he does dot exploit his 
stubbornly high popularity 
to tackle same larger issues, 
such as ensuring the finan- 
cial viability of Medicare 
(health insurance for the 
elderly) and social security. 
Six mouths into Ids second 
term, there is little sign the 
president. will risk 
short-term approval of the 
.polls to ' solve long-term 
domestic problems. He has 
campaigned for a place in 
history by expanding the 
Na'to _ defence’ ’ alliance, 
. reforming welfare, and con- 
nhviinf* tfjragjie agreement 
to balance the. federal, bud- 
get But much of bis cam- 
paign is waged on a fid nar- 
rower battlefield: so far, not 
the stuff of which historic 
presidencies are made. - 

-Patti Waidmeir 


Drugs links may force Banzer pact rethink 


By SaSy Bowen in La Paz 

Links between Bolivia’s influential 
third ppiMeai p arty and the illegal 
cocaine trade look set to disrupt 
General Hugo Banzer’s preferred 
plans for a governing coalition. 

As results continue to come in 
from outlying districts, the former 
dictator is still set for a narrow 
victory in elections to decide the 
presidency and the country’s two- 
chamber congress. 

Gen Banzer’s first choice partner 
far his Action Democratica Nadon- 
alista (ADN) is believed to have 
been the Movimiento Izquierda 
Revoludonario (MIR), an aiUannp 


that would have left the ruling 
Movimiento Nationalists Revolu- 
donario (MNR) out in the cold. But 
several prominent MIR members 
have been implicated In the drugs 
trade and there are fears involve- 
ment in government could jeopard- 
ise the country's ability to attract 
international aid and investment 

Mr Gonzalo Sanchez de Lozada, 
president and MNR party chipf, has 
made it clear the MNR would be 
prepared to negotiate a pact with 
General Banzer “in the Inter est s of 
pursuing the reforms that haven't 
yet gelled”. 

"International investors, espe- 
cially in the US, are already wor- 


ried at the prospect of an ADN-iHR 
alliance which mi ght prejudice the 
integrity of this revolutionary 
series of measures we’ve managed 
to achieve in democracy and finan- 
cial stability,’' be said. 

The latest results make it 
increasingly clear MNR has 
snatched second place from MIR. 
The margin between the top two 
parties - around 4 percentage 
points - is even closer than origi- 
nally forecast This, say MNR offl- 
dals, means Gen Banzer has no 
clear mandate. 

Under Bolivia's electoral system, 
Gen Banzer’s narrow victory gives 
him an impressive number of sena- 


tors, but to be able to g ov er n he 
needs an overall majority of the 157 
seats in the two-chamber congress. 
That means he must find at least 
two coalition partners.. . - 
MIR and ADN jointly governed 
Bolivia between 1989 and 1993 
under a so-called “patriotic accord" 
with MIR’s Mr Jaime Paz Zamora 
serving as president Bat, despite 
an aggressive campaign to eradi- 
cate coca crops, the raw material 
for. cocaine, largely funded by the 
US. some MIR members became 
implicated in the drugs trade. After 
a trial which ended in a long jail 
sentence for a leading MIR official, 
the US embassy permanently 


revoked the visas of Mr Paz 
Zamora and three other high-rank- . 
tug MIR politicians in December 
1985. Bolivia relies heavily on cred- 
its from the US and other coun- 
tries. The US financial assistance 
act prohibits granting rid to gov- 
ernments controlled by people 
Involved in drugs trafficking 
Mr Sanchez de Lozada says he is 
worried MIR participation in a gov- 
erning coalition could lead to the 
US exercising its. veto power over 
“the concessional funds Bolivia 
needs”. It could also jeopardise a 
substantial multilateral debt relief 
package for which. Bolivia is a can- 
didate. 


BUSINESS FEATURE 


BANKING IN EUROPE 


“Of course we are in favour of the Euro . 

With the Euro we can take on the Yen and the Dollar on equal terms ” 


“We are an international company with production 
plant in many different countries and trade links that cross 
frontiers right round the world, so the Euro impacts on our 
business at many different levels,” affirms Alfons Peelers, 
managing director of Eternit Construction Materials. “From 
the point of view of book-keeping, it may be just one more 
currency to deal with. However, when trading inside the 
European Union, exchange and hedging costs can amount to as 
much as half a percent of turnover, so their disappearance 
should result in a better bottom line. That’s why we are 
looking forward to Monetary Union.” 

The Euro - the world’s strongest 
local currency ’ 

Mr Peeters went on to outline the company’s position 
towards companies outside the European Union, “Today, 

negotiating with a 
small, local currency, 
we are in an inferior 

position, and in terms 
of forex we always 
have to make conces- 
sions. With the Euro, 
this position will 
be reversed - we 
expect the Euro to 
be a strong currency 
especially against the dollar and the yen. It might permit us to 
require invoicing in the Euro, our ‘local currency 7 .” 

How the Euro will level the 
playingjield 

But Mr Peeters looks further ahead than mere financial 
convenience and predicts management improvements as a 

result of the Euro- “The commercial playing field of Europe 




Alfons Peeters 

managing director of Eternit 

Construction Materials talks to 

Johan Cuppens 

European financial journalist 
and analyst 
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will be perfectly level thanks to the Euro and so competition 
will be played out without distortion, with pure management 
and marketing skills, technical knowhow and product quality. 
Money will no longer affect competitive tendering and perfor- 
mance and will revert to its proper role as a settlement took So 
the introduction of the Euro is going to mark a major step 
forward.” .. 

Preparation. 1 for the EMU has long been incorporated 
into Etemitis forward planning. “We have already done a great 
deal of thinking on the subject," Mr Peeters continued, “and as 
we move towards the implementation process, we expect our 
banks tp play a crucial role in the consultation process. 
Generals Bank supplies us with , some very valuable Euro- 
backgrbund as well as active briefings on financial topics and I 
have no doubt that we are d epending -customers.” 

The bank as a long term partner 

“For ’ a company ' like . Eternit With- its widespread 
European network, having a ‘house bank’ with a. similar reach 
is a mayor asset - it helps us both in international transactions 
and long term operations.” In fact the Bank’s international 
profile mirrors Etemit’s outside Europe as well but according 
to Mr Peeters, foe key factor is foe relationship with foe bank 
in daily -operations. “The decentralised nature of Generale 
Bank's branch network, gives us direct access to the man or 
woman .in charge, and puts a 'human face on our business 
relationship. In fact, .all round, we get much more than money 
from our bank.” 7 
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HK protest marks 
Beijing crackdown 


By John redding 

in Hons Kong 

More than 50,000 people 
gathered in Hong Kong last 
night to commemorate the 
1989 crackdown on pro- 
democracy demonstrations 
in Beijing, according to 
organisers of the rally. 

Yesterday's crowd appear- 
ed to exceed the 40,000 who 
gathered for the annual vigil 
In 1996. Organisers said they 
would hold the rally next 
year, in a potential challenge 
to the administration that 
win take office when the ter- 
ritory returns to China at 
the month's end. They also 
announced plans for a dem- 
onstration on July l 

The vigil came amid con- 
cerns that the post-handover 
government might seek to 
curb rallies marking the sup- 
pression of protests in Tian- 
anmen Square. Plans by the 
government-in-waiting to 
ti ghten controls on demon- 
strations have fuelled fears 
among pro-democracy 


groups that protest rallies 
will be curtailed. 

Mr Tung Chee-hwa. Hong 
Kong’s future leader, has 
promised not to restrict dem- 
onstrations as long as they 
are peaceful and conducted 
within the law. But speaking 
before yesterday's rally he 
urged Hong Kong people to 
put memories of June 4 1989 
behind them and concen- 
trate on achieving a smooth 
transition. 

Pro-Beijing figures sought 
to play down concerns about 
protest curbs after the 
return to China at the stroke 
of midnight on June 30. Mr 
Lau Siu-kai, a member of the 
Beijing-appointed Prepara- 
tory Committee, which is 
overseeing the handover, 
said China would not seek to 
intervene. He predicted dem- 
onstrations relating to Tian- 
anmen Square would “die a 
natural death” if left alone. 

Pro-democracy politicians, 
however, were sceptical 
about assurances from the 
incoming administration. “If 


they are sincere, then why 
have they changed the laws 
on demonstrations?** said a 
member of the Democratic 
party, the largest group in 
the territory’s legislature. 

Under laws proposed by 
the incoming government, 
demonstrat o rs will need to 
secure a “notice of no objec- 
tion” before staging their 
protests. 

Mr Lee Cheuk-yan, a mem- 
ber of the Hong Kong Alli- 
ance in Support of Patriotic 
Democratic Movement in 
China, criticised Mr Tung for 
seeking to dissuade protes- 
tors. “He is putting himself 
in the place of the Chinese 
leadership, instead of siding 
with the rest of the popula- 
tion in their aspirations for a 
free China.” 

Others said tin* annua l ral- 
lies would continue until 
Beijing revised its verdict on 
the pro-democracy protests. 
“After the death of Deng 
Xiaoping, now is the time for 
a re-assessment,” said one 
activist at last night’s rally. 



Hong Kong resident Chung Chee Wan weeps in front Of a 
mnmmnept to those killed in Tiananmen Square, during a 
candlelight vigil last night a* 


Fraud suspects at newspaper arrested 


By John reckfing 

Hong Kong’s anti-corruption agency 
yesterday arrested six people, 

including three senior managers of 
the Hong Kong Standard, on suspi- 
cion of fraud and false accounting at 
the territory’s second English- 
language newspaper. 

The Independent Commission 
Against Corruption (ICAC) said that 
the circulation figures for the Hong 
Kong Standard and the Sunday 
Standard “have been fraudulently 
and systematically Inflated” to 
deceive circulation audit companies 
and local advertising clients. 

The arrests, which followed a 
morning raid at the Standard’s 
premises, deal a blow to Sing Tao 
FfoMings, one of the ter ri tory’s big- 
gest media groups and publisher of 


the Standard. It comes as Ms Sally 

Aw, chai rman of Sing Tao and a 
prominent Hong Kong business fig- 
ure, is seeking to sell all or 
part of her controlling Wake in the 
group. 

Industry analysts were divided 
over the impact of the arrests on 
sale prospects. “This may not lead 
to significant damage, iwiIbm it cre- 
ates a liability for the group,” said 
Mr Kanshih Shridharani at Salomon 
Bros. He said the value of the com- 
pany lay in its flagship Sing Tao 
Dally and other titles, and not in 
the loss-making Standard. 

However, a media analyst at 
another securities company argued 
that the arrests were likely to 
complicate prospects for a deal. 
“This is likely to raise a lot of 
questions in the mind of any pro- 


spective buyer,” he said. “It cer- 
tainly afreets perceptions of the 
value of the Standard.” 

The ICAC said its investigation 
had revealed a scheme which 
involved the deliberate excess print- 
ing of more than 10,000 extra copies 
of the newspaper each day. These 
were purportedly sold to a bogus 
bulk distributor, when in fact the 
surplus was sold as waste paper. 

Although the scheme was found 
to have hem in operation since at 
least early 1994, the corruption 
watchdog said the surplus had 
recently been increased to between 
14.000 and 23,000 copies per day. In 
the first six months of last year, the 
Standard claimed average daily 
sales of about 63,000. 

Inquiries into the case are limited 
to newspapers’ printin g, circulation. 


sales and marketing activities. Edi- 
torial operations are not the 
subject of investigation, the ICAC 
said. 

Among those arrested were three 
serving and one former senior offi- 
cials of Hong Kong Standard News- 
papers, and one serving and one for- 
mer circulation supervisor. 
According to the ICAC, those 
arrested were due to be released on 
bail last night 

Following the closure last year of 
the Eastern Express, Hong Kong has 
had only two English-language 
newspapers, the Standard, and the 
South China Morning Post The ter- 
ritory’s newspapers have been 
recovering after a recent mice war 
and depressed advertising demand 
hit profits last year. 

Observer, Page 15 


South plays down fears of 
famine in communist neighbour 

UN and Seoul 
differ on food 
need in North 


By John Burton in Seoul 

The United Nations and 
South Korea yesterday 
offered sharply contrasting 
assessments of the food 
shortage in North Korea as 
contending humanitarian 
and political considerations 
shaped their different points 
of view. 

The World Food Pro- 
gramme, a UN agency, 
warned that North Korea 
was on the. brink of mass 
starvation as food rations 
would run out in the next 
two weeks. 

Meanwhile, South Korea 
claimed that any threatened 
famine had been averted 
because recent intematfnwal 

food donations would allow 
the North to be fed until 
early August, when the next 
harvest was due. 

The WFP rebutted that 
contention, saying that 
international food aid “cov- 
ered only a small part of the 
need”. 

Seoul has consistently 
played down the North’s 
food problem because of a 
belief that large-scale foreign 
food aid would lessen Pyong- 
yang's need to join proposed 
peace talks in return for 
promised food supplies from 
the South. 

“South Korea sees the food 
situation as the best oppor- 
tunity to force the North to 
the negotiating table, but it 
views international aid as 
undercutting that strategy,” 
one western diplomat said. 

UN officials who visited 
North Korea late last month 
painted a dire picture of the 
food crisis there. They said 


the country's ration system 
that has kept a threatened 
famine at bay after two 
years’ destructive floods “is 
now an the verge of collapse 
with no alternative mecha- 
nism to provide food”. 

“The emergence of com- 
monly recognised pre-famine 
indicators suggest that star- 
vation will ensue in seg- 
ments of the population 
before the next harvest, 
unless remedial action is 
taken urgently.” the UN mis- 
sion report said. 

Aid officials have esti- 
mated that 4.7m of the 
North's 23£m people are at 
risk of starvation. Recent 
travellers to North Korea 
have reported large groups 
of people roaming the coun- 
try in search of food, which 
represents the first sign of a 
breakdown in the North's 
highly-regimented society. 

However, the UN says food 
production is likely to 
improve later this year, 
though it will still fall far 
short of meeting the coun- 
try's needs. “Early prospects 
for the 1997 crops are favour- 
able, reflecting an early win- 
ter thaw in March and good 
rains since the beginning of 
May." which could produce 
as much as 4m tonnes of 
grain in the autumn against 
an estimated total demand of 
7m tonnes. 

Although they differed on 
the extent of the North's cur- 
rent food problem, both the 
UN and South Korea yester- 
day agreed that food short- 
ages would recur unless 
Pyongyang Introduced 
reforms to its collectivised 
fa rming system. 


Prime minister revises down estimate for year after first quarter slows 

Economic growth slips in Australia 


By Nikki Tait in Sydney 

Australia’s growth rate fall 
to 2.4 per cent year-on-year 
in the first quarter, prompt- 
ing Mr John Howard, the 
prime minister, to revise 
down the forecast fra- 1996-97. 

He told parliament the 
economy was now expected 
to expand by 3 per cent This 
compares with 3.5 per cent 
predicted in the conservative 
coalition government's first 
budget last August and the 
revised 3-25 per cent con- 
tained in the latest budget 
package two months ago. 

The 2.4 per cent figure is 
also the lowest quarterly 
rate since mid-1992, when 
Australia was just be ginning 
to pull out of recession. 

Growth in the 1995-96 
financial year was just over 


4 per cent However, both Mr 
Howard and Mr Peter Cos- 
tello, the federal treasurer, 
pointed out that output in 
the first quarter of 1997 
alone was 0.9 per cent higher 
than in the fourth quarter of 
1996. 

That would translate into 
a healthier annualised rate 
of more than 3.5 per cent 

The three-month period 
also saw a continued solid 
level of business Investment 
strong private consumption, 
and an encouraging rise in 
housing investment 

These positive trends were 
offset by a sharp rundown in 
stocks, and a slight fan in 
company profits. Australia's 
manufacturing sector also 
struggled, with production 
shrinking for the second suc- 
cessive quarter. As the fed- 


eral opposition quickly 
pointed out this technically 
puts the sector into “reces- 
sion". 

“It is not just a matter of 
manufacturing being flat" 
commented Mr Gareth 
Evans, shadow treasurer. 
“We now have a manufactur- 
ing sector that Is in reces- 
sion: two consecutive quar- 
ters of negative growth and, 
over the whole year, minus 
2-2 per cent. The implica- 
tions of all this for unem- 
ployment . . have been dev- 
astating.” 

The numbers were greeted 
calmly by finanHai markets. 
Most analysts had already 
revised their forecasts 
downwards in the wake of 
last week’s data on 
stocks. 

Most saw the figures as 


confirmation that the Aus- 
tralian economy accelerated 
modestly in the first quarter 
of the year, but that the 
trend remains tentative and 
patchy. 

The jury is still out on 
where the economy will go 
from here. Inflation is 
negligible at present, and 
both the prime m blister and 
treasurer were at pains to 
point out the more encourag- 
ing aspects of yesterday’s 
data . 

“Over 1997-98. growth in 
the Australian economy is 
going to strengthen," 
claimed Mr Costello. Mr 
Howard suggested that yes- 
terday's figures were consist- 
ent with the budget forecast 
of a 3.75 per cent growth rate 
In 1997-98. 

Most analysts and indus- 


trialists agree the bottom 
has probably been reached. 
“The latest figures show that 
the economy may have 
readied its trough in Decem- 
ber and is now on the way 
up, and not before time,” 
said Mr Mark Paterson, chief 
executive of the Australian 
Chamber of Commerce and 
Industry. 

But there is less consensus 
about the pace of the eco- 
nomic revival 

Ms Su-Lin Ong, at 
Hambros Australia, pointed 
out that the strong private 
consumption trend seen in 
the first quarter had not 
been so evident in the cur- 
rent quarter, and the upturn 
in housing activity was 
likely to be concentrated in 
late 1997 and 1988. 

“Capital expenditure data 
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suggests considerably more 
modest business investment 
in 1997-98, and while latest 
business surveys are cau- 
tiously optimistic on the 
economy, the tone is far 
from buoyant,” she com- 
mented. 

The government itself 
has admitted that a 
growth rate of about 
4 per cent is probably 
necessary to make inroads 
into Australia’s unemploy - 
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ment problem, and the 
Reserve Bank has indicated 
that, in the current environ- 
ment, this would probably 
be consistent with inflation 
targets. 

So talk of a further cut 
(the fifth In the past 12 
months) in official interest 
rates is beginning to circu- 
late, even if most pundits 
still think the odds tend to 
be weighted against such an 
event 


Pakistan 
bank sets 
up bad 
debt team 

By Fartian Bokhaii 
In Karachi 

Pakistan's largest public 
sector bank, Habib Bonk, is 
to set up the country's first 
“bad bank department" later 
this month to step up the 
recovery of bad loans. 

The new department 
would be on important test 
of Pakistan's new banking 
laws approved by parliament 
last month, which for the 
first time allow banks to 
begin proceedings to seize 
assets of defaulters. 

Pakistan’s financial sector 
is reeling under the pressure 
of non-recoverable debts 
worth PRsUlbn ($3.2bn). 

Habib bonk is among 
Pakistan's three large public 
sector banks, which together 
are exposed to approxi- 
mately PRslOObn of bad 
loans. Habib’s own exposure 
is about PRs37bn. which is 
roughly 30 per cent of its 
loan portfolio of PRsl20bn. 

Habib's plan formally 
marks the end of the move 
to set up Resolution Trust 
Corporation (RTC), con- 
ceived by Mr Shahid Javed 
Burki, a World Bank vice 
president, who served as the 
finance adviser In Pakistan's 
interim government that 
preceded the current admin- 
istration. 

Many bankers criticised 
the RTC because, as con- 
ceived. it took over responsi- 
bility for the recovery of bad 
debt from public sector 
banks. 

Pakistan's two other large 
public sector banks. United 
Bank and National Bank, are 
also understood to have 
begun preparations for set- 
ting up bad bank depart- 
ments, though It is not clear 
how soon announcements 
will be made. 

Mr Shaukat Tarim a for- 
mer Citibank executive who 
was recently appointed as 
the president of Habib Bank, 
said yesterday: “There is 
going to be no respite for 
defaulters. The bad bank 
department will do nothing 
else than to recover the 
money." 

Mr Tar in also said he 
planned to hire up to 10 
executives from the private 
sector during the next 
mouth to hold key jobs at 
the bank, including that of 
running the bad bank 
department. He denied 
reports in banking circles 
that most of the bank's 
senior managers would be 
sacked soon, adding that the 
planned recruitments this 
month would put his entire 
new team in place. 

The details of the new 
foreclosure laws which 
Habib hopes to benefit from 
are expected to be 
announced today by Mr 
Muhammad Yaqub, the cen- 
tral bank governor. Bankers 
also expect the government 
to establish new banking 
courts to speed up the prose- 
cution of bank defaulters. 



As a business traveller, wouldn't it be great if the airline you 
iK most often were linked to other major airlines that could fly 
\ou anywhere you wanted to go. Smoothly. Effortlessly Efficiently 
Vvouldnt it be great it you had access to more airport lounges. 
And when flying on any of these major airlines, you could earn 


mileage points that count towards higher status in any of the 
frequent flyer programmes. Wouldn't it be great if you could eri 
the same high standards of sendee whenever and wherever yi 
fly That’s the idea behind Star Alliance;™ a network of Lufthal 
Air Canada, SAS, THAI, and United Airlines. A fundameu 
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Future he ad of super-regulator says French election and German gold row highlight uncertainty 

City told to check all Emu possibilities 


By Samer Iskander 

Mr Howard Davies, the future head 
the strengthened Securities and 
Investments Board, yesterday 
warned banks and financ ial Institu- 
tions that the new super-regulator 
would take a tough view on finan- 
cial transactions betting that Euro- 
pean monetary union would take 
place. 

"What z shafl be recommending 
strongly is that market partici- 
pants need to ‘stress test* their 
portfolios against the possibilities 
of different outcomes on Emu,’* Mr 
Davies said in an interview. “There 


has been a lot of convergence play 
activity in the markets recently. 
What we are saying to people is: 
‘Well, that's fine; it reflects the 
market's consensus view. Bat what 
if it is wrong?*" 

Convergence plays are trading 
positions that are profitable as long 
as peripheral markets such as Italy 
and Spain converge with Ger- 
many's on the assumption that 
Emu will bring their money mar- 
kets closer together. 

But Mr Davies pointed out that 
such speculation involved risks 
that were not being addressed. 

“What we are saying to people is 


‘We, as regulators, are interested to 
know whether you have under- 
taken a prudent assessment of how 
vulnerable you are to uncertain 
events in the markets'. This is 
something we drat think market 
players currently do enough of, 
and is a g< rr » ig messag e from 
me to them today.” 

Mr Davies also believes these 
trading risks have been increased 
in recent days by political tensions 
in France ami Germany over Emu. 

“The markets are stall expecting 
Emu to go ahead on 1 January 
1999. [But] seme uncertainties have 
arisen in the last couple of weeks. 


due to the French elections and the 
Bundesbank's little difficulties 
with the government's plan for 
gold," he said. 

The newly-elected leftwing gov- 
ernment in France questioned 
the terms of the Maastricht treaty 
on European integration, hi Ger- 
many, the Bundesbank has 
strongly resisted government plans 
to revalue the central hank's gold 
reserves and use part of the pro- 
ceeds to . reduce the public deficits. 

“If you look at the evolution of 
forward foreign exchange prices, 
you can see that the markets are 
now expecting a broader Emu." Mr 


Davies said. “But volatility [in the 
financial markets] depends on tha 
degree of certainty which politi- 
cians can give about the progress 
towards [Emu]. 

“If it were suddenly decided that 
there were going to be a narrower 
Emu, or no Emu, what would be 
the effect on portfolios and on bal- 
ance sheets?" 

Mr Davies also said the UK’s 
wait-and-see attitude to Emu, 
"while not tidy, has a lot of attrac- 
tions in it because the progress 
towards Emu has not been as 
smooth as some would have 
thought*’. 


Germany’s 
troubles are 
gold for Blair 


C hancellor Helmut 
Kohl’s troubles over 
European monetary 
union have produced both 
mirth and anguish among 
UK Conservatives. 

For MPs who pressed Mr 
John Major, the former 
prime minister, to rule out 
UK membership, events in 
Germany and France that 
have imperilled the single 
currency's deadline have 
come a few weeks too late 
For the Labour govern- 
ment, Mr Kohl’s retreat in 
the face of Bundesbank 
stringency on gold and the 
election of socialists in 
France less intent on conver- 
gence criteria have been 
good news. 

Mr Tony Blair yesterday 
gave his strongest indication 
yet that he would press his 
EU colleagues not to push 
ahead with a January 1999 
start date if the criteria were 
“fiddkd. botched or Ridged". 

Britain holds the EU presi- 
dency in the first half of 1998 
and has no desire for the sin- 
gle currency issue to domi- 
nate the period. Mr Blair is 
keen to push a different 
agenda in Europe, with more 
emphasis nn jobs and flexi- 
bility than Emu. 

He will use a conference of 
heads of socialist govern- 
ments in Malmo. Sweden, to 
stake his. claim to be the 
leading player in a more 
pragmatic centre-left EU. He 
meets tonight with France’s 
new prime minister, Mr Lio- 
nel Jospin, and tomorrow 
with Mr Kohl in Bonn. 

“You would be right in 
saving we’re not crying too 
much into our beer over the 
Kmu problems,’* said a top 
UK official. “But we're not 
going to be the ones pushing 
it. largely on the grounds 
that it won’t enhance the 
case for a delay if it’s seerPto 
he coming from us." 

While officials acknowl- 
edge that Emu is not dead 
and buried, the neutralising 
of what could have been a 
difficult long-term conun- 
drum has reinforced the 
impression that Mr Blair is 
enjoying a period of unparal- 


Emu’s travails 
give the 
government a 
valuable 
opportunity 

lelled good fortune. 

Any Schadenfreude by 
Conservative Eurosceptics at 
Mr Kohl's travails is oflket 
by frustration at the late 
conversions of Mr Major and 
former chancellor Mr Ken- 
neth Clarke who they 
believe failed to solve inter- 
nal divisions on Emu before 
and during the election cam- 
paign. 

Both men have changed 
their line in recent days, 
using the latest develop- 
ments in Beam and Paris to 
disengage from their long- 
held “wait and see” 
approach to Emu. 

“He regrets nothing," said 
an ally of Mr Major. “'Wait 
and see' was right al the 
time. Now we've waited and 
seen what’s happened.” 

Mr Clarke, the favourite 
for next week’s contest to 
replace Mr Major as Tory 
leader, warned that a single 
currency was now “much, 
much less likely to succeed". 

"We can say ’look, it isn’t 
happening on the right 
basis, so let’s put it off. Let's 
try to get economic condi- 
tions right across Europe’. I 
think that would be a good 
thing to do,” Mr Clarke said. 

To Mr Clarke’s rivals his 
conversion is too late. 
“We’re all on our best behav- 
iour at the moment,” said 
one MP. “But many of us are 
smarting that it was he who 
stopped us from adopting a 
policy on Emu that we could 
have sold the electorate with 
more conviction." 

Another said even if the 
events had taken place in 
Germany and France two 
months earlier, they would 
have come too late for a sig- 
nificant improvement in 
Tory electoral performance. 

John Kampfner 
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Kenneth Clarke, with Stephen Darrell who has withdrawn from the party leadership race, arriving for a news co nf erence 


Leadership blow for ex- minis ter 


Centre-left unites 

/ 

around ‘big hitter’ 


By James Bfitz, 

Political Correspondent 

Mr Michael Howard’s bid to 
win the Conservative party 
leadership yesterday suf- 
fered a fresh setback when 
another former subordinate 
questioned his behaviour as 
Home Secretary. 

Mr Charles Wardle. a for- 
mer immigration minister, 
indicated that he nnrp 
been instructed by Mr 
Howard to “find a way” of 
giving citizenship to one of 
the Fayed hrothers. owners 
of Harrods, the department 
store. 

Mr Wardle said the grant- 
ing of citizenship to Mr Ali 
Fayed, brother of Mr 
Mobamed Fayed, the Har- 
rods chairman, would have 
been ‘'unlawful". 

He said it would have 
required officials to "cast a 
blind eye” to a 1985 report 
into the brothers by the 
Department of Trade and 
Industry - which severely 
criticised aspects of their 


Mr Kenn eth Clarke’s bid for 
the Conservative party lead- 
ership yesterday won a sig- 
nificant boost when Mr 
Stephen DorreD, one of bis 
rivals, dropped out of the 
race and backed the former 
chancellor of the exchequer. 
In a move that unites the 
centre-left of the party 
behind a single figure, Mr 
DorreD declared Hr Clarke 
“the outstanding figure of 
contemporary British poli- 
tics” and “the big bitter of 
his generation”. The move 
will raise fears among right- 
wing MPs that Mr Clarke is 
gaining an unstoppable 
lead. Hie former chancellor 
is now certain to be ahead of 
his four rivals after the first 


ballot next Tuesday night, 
with between 50 and 60 
votes. Mr Darren’s switch to 
Mr Clarice’s side followed a 
five-week campaign in 
which the forma - health sec- 
retary failed to secure sup- 
port from more than a dozen 
of the 164 MPs. The new alli- 
ance increased fears among 
supporters of Mr William 
Hague, the former Welsh 
secretary, that his vote may 
be squeezed between left 
and right factions. 

Yesterday’s move was sig- 
nificant because Mr DorreD 
had been regarded as a 
potential Wker of Mr Peter 
Lilley, the framer social 
security secretary, or Mr 
Hagne hfanqflf. 


application - Mr Howard 
had been keen to- end his 
long-running dispute with 
the brothers. 

Mr Howard's aides denied 
allegations that be had 
instructed Mr Wardle to find 
ways of granting citizenship. 

“At no time (fid Miehael ever 
instruct Charles Wardle to 
turn a blind eye to the Dll 
report,” said one. 

Mr Wardle told MPs: “I 
explained that the provisions 
of the British Nationality 
Act require officials to carry 
out character checks on 
applicants, hi doing so, they 
could not disregard highly 
adverse criticism in a report 
published by another gov- 
ernment department [the 
Dm.” 

But Mr Wardle was 
“instructed to pursue further 
references at the time that 
might be favourable to Ali 
Fayed.” He reasserted that 
“short of striking out the 
DTI report it would still 
remain an insuperable obsta- 
cle for officials in the course 
of their statutory duties." 

A new investigation into' 
whether Mr Fayed could get 
citizenship then took place 
but both Mr Wardle and bis 
successor agreed nothing 
more could be done. 


takeover of House of Fraser. 

In sharp contrast to the 
recent attack from Miss Ann 
Widdecombe, the former 
prisons minister. Mr Wardle 
refrained from mentioning 
Mr Howard by name. 


He emphasised that his 
concern was the belief that 
the brothers had been 
“stitched up" by a “flawed” 
DTI inquiry and that reform 
of such procedures was 
urgently needed. 

But friends of Mr Wardle 


confirmed that the 1994 
instruction to reconsider Mr 
Ali Fayed's bid for citizen- 
ship had come from Mr 
Howard. They suggested 
that - in contrast to allega- 
tions that Mr Howard had 
wanted to block the Fayeds’ 


UK NEWS DIGEST 

Bank committee 
starts first talks 

'■ * The newly appointed mane- 
P Uf UmwIiw HmwBWk tarv policy committee of 

S^kirKnd.the 

yft pj-r-: ■ 1 ^ UK central bank, begins its 

•' . first discussion of interest 
. 64 1 - ' • rates today amid signs that 

,v / ' activity in the service sec- 
• ’ V- w ’■ tor i 8 raring further ahead 

I X ~,yv‘xr - 'Y ^; of the rest of the economy. 

The Chartered Institute of 
4^- Purchasing and Supply’s 
- latest monthly survey 
shows demand for services 

•&' feife £ * - •'/: • * accelerating and continu- 

ing to outstrip the growth 
of capacity in the industry. 
t .-_W , • >V; w ■*t :' This is being driven by 

,V v : T ■ • > ’ * strong consumer spending. 
*, • - • • while demand for exports - 

mostly goods, rather than services - lags behind. Mr 
Eddie George, the governor of the Bank, said the mone- 
tary policy committee would face the game flflennna that 
had faced the authorities for some time. “It is to balance 
the degree of tension - 1 drat exaggerate, it's not a con- 
flict - between pressure of domestic demand, which has 
been running above the sustainable rate, on the one hand 
and the exagg e ratedly strong exchange rate on the other," 
he said, after meeting senior international bankers at the 
Swiss resort of Interlaken. 

A Reuters survey of 21 City economists showed 12 
expecting base rates to rise from their current 625 per 
cent to 6J> pa cent when the outcome of the policy com- 
mittee’s meeting is animimn-H tomorrow. George Graham 

■ TOURISM 

Strong sterling causes tail-off 

Britain wfll have to tight bard to attract visitors from 
mainland Europe this year due to the strength of sterling, 
the British Tourist Authority warned yesterday. Mr. 
Anthony Sell, chief executive of the BTA. which markets 
Britain to overseas visitors, said that business from main- 
land Europe had leveDed in the first quarter after a period 
of rapid growth. Staling has increased by 19 pa cent 
against the D-mark and the French franc in the last 12 
months. Europe is Britain's biggest market Visits from 
increased by 12 pa cent last yea, compared to 1995, fuel- 
ling a 9 pa cent rise to a record 26m tourists. But figures 
from the Office of National Statistics showed the number 
of European visitors remained static at &25m in the first 
three months compared to last yea. 

The American Society of Travel Agents said London 
remained the most booked international destination this 
summer. Scheherazade Daneshkhu 

■ INTERNET 

Rock band fights unofficial sites 


The management of Oasis, one of the UK's most success- 
ful rock groups, is monitoring dozens of unofficial inter- 
net sites dedicated to thp band to decide whether to sue 
them for breach of copyright. Last month Ignition, the 
band’s managamant company, sent a formal warning to 
afl unofficial Oasis web sites, most of which are run by 
the band’s farm. It threatened to take legal action unless 
they stopped making unauthorised use of copyrighted 
material Creation, Oasis' record label, said yesterday that 
most of the sites had complied with Ignition's instructions 
by deleting unauthorised material But several sites have 
stated publicly that they intend to ignore Ignition's warn- 
ing. • Alice Raursthom 


■ AGRICULTURE 

New green pound angers fanners 

Farmers’ leaders wfll today renew their demands for com- 
pensation for the strength of staling against the Euro- 
pean currencies, winch triggered a near 3 pa cent revalu- 
ation of the green pound at midnight last night The 
green pound is the exchange rate at which EU subsidies 
and payments are translated from the Ecu into sterling. A 
revaluation of the green exchange rate causes falls in sup- 
port payments and thus cots farm profits. After two ear- 
lier revaluations this yea, the Na ti o na l Farmers’ Union 
pressed the government for more than £500m f$8i5m) in 
compensation. The latest revaluation wfll increase the 
amount of compe nsation. The new green rate was calcu- 
lated at 1 Ecu = 0.720829p, compared with the previous 
rate of 0.742320p. At the start of the yea the rate was l 
Ecu = 0.8Q99I5p. Maggie Urry 
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Corporate merger test dropped 


Labour to 
tighten law 
on cartels 


By Stefan Wagstyli 
Industrial Editor 


Mrs Margaret Beckett, the 
trade and industry secretary, 
yesterday confirmed that 
Labour has abandoned plans 
to impose a tough new com- 
petition policy test on corpo- 
rate mergers. However, she 
pledged to pursue plans to 
strengthen laws governing 
cartels and anti-competitive 
behaviour. 

The test, which would 
have required companies 
pl anning mergers to show 
they were in the public inter- 
est, has been dropped in the 
face of concerted opposition 
from business. 

The government plans to 
introduce a Parliamentary 
bill in October, which will 
contain penalties for compa- 
nies breaking the law. 

Mrs Beckett outlined her 
proposals for competition 
law reform in her first 
important policy speech 
since taking office. She told 
business people and trade 
unionists her central task 
would be to “enhance com- 
petitiveness and so advance 
the cause of Britain." 

Mrs Beckett said the gov- 
ernment had also scrapped 
further consideration of pro- 
posals to unify the Office of 
Fair Trading and the Monop- 
olies and Mergers Commis- 
sion, the two main competi- 
tion authorities. 

She conceded that some of 
her ideas were similar to 
those of her Tory predeces- 
sors. saying: “I have no 
intention of indulging in 
change for change's sake - 
after all. some of the 
courses that were taken by 
previous governments were 
based on proposals that 
we ourselves devised.” 

Mrs Beckett promised 
more wide-ranging consulta- 
tion than before with 
employees and trade union- 
ists as well as with employ- 
ers. “I believe our predeces- 


sors showed an unhealthy 
abhorrence of the prospect of 
common ground,'’ she said. 

Mrs Beckett drew warm 
applause with repeated calls 
for partnership between the 
government and business. 
“It is crystal clear that, if 
our fixture is to be one of 
prosperity and harmony, 
Britain must become and 
remain more competitive, 
and the path to competitive- 
ness is one of partnership,” 
she said. 

Mrs Beckett confirmed 
that the government's com- 
petitiveness unit, which was 
moved by the Conservatives 
from the Department of 
Trade and Industry to the 
Cabinet Office, was return- 
ing to the DTL 

Mrs Beckett promised an 
audit of UK competitiveness 
which would lay out 
strengths and weaknesses - 
unlike Tory reports, which, 
she said, had often painted 
an over-optimistic picture. A 
“competitiveness summit" 
will be held in July. 

She indicated that govern- 
ments would play a more 
active role than under the 
Tories, but would act in part- 
nership with business: "The 
view that government can- 
not and should not seek to 
do everything has lately 
been used as an excuse for 
government doing nothing - 
yet sometimes there is a role 
that only government can 
play." 

For example, the govern- 
ment had reversed a Tory 
decision to change the way 
that public support for par- 
ticipation in trade Hairs was 
provided. Labour had 
restored the previous system 
of setting aside special funds 
for trade fair support The 
Conservatives had 
announced that companies 
planning to participate in 
overseas trade fair would 
have to compete for funds 
with those seeking money 
for other schemes. 



Businesses join 
in fight to cut 
car pollution 


By Charles Batchelor, 
Transport Correspondent 


Car commuters, whose 
journeys to work account 
for nearly a quarter of all 
car mil ease, are to be tar- 
geted by a campaign aimed 
at persuading them to 
switch to cycling, walking 
or public transport, the gov- 
ernment announced yester- 


The company car driver is 
to be persuaded to choose a 
smaller, more fael-effictent 
car and to drive it more 
carefully. 

Mr Gavin Strang, trans- 
port minister, launched an 
initiative which has united 
government, environmental- 
ists and some of Britain’s 
biggest companies in the 
fight to reduce congestion 
and pollution. "If we care 
about our environment and 
our quality of life then we 
need to change our current 
travel patterns," Mr Strang 
said. "Business has a crucial 
role to play in improving 
the air we breathe.” 

The campaign provides 
further proof of the impor- 
tance the government 
attaches to transport Issues 
as the key to environmental 


improvements. It follows the 
creation last month of a 
combined ministry responsi- 
ble for both areas. 

It contains no new con- 
crete measures or hints of 
any change in the tax status 
of the company car. Bui It 
reiterates the government's 
support for European plans 
to tighten emission limits 
and allow municipal author- 
ities to fine vehicles which 
fail roadside emission tests. 

It will involve the creation 
of a “partnership for green 
commuting" by seven lead- 
ing companies - including 
Body Shop and Boots, the 
retailers, and NalWest bank 
- to share their experience 
of developing strategies 
aimed at reducing journeys 
to work. Each company has 
signed a "letter of intent” 
which commits U to imple- 
menting a package of mea- 
sures to reduce journeys to 
work. 

“Traffic is predicted to 
rise by well over hair by 
2025 and many employers 
are facing a crisis caused by 
car dependence," said Mr 
Stephen Joseph, director of 
Transport 2000, a lobby 
group which promotes pub- 
lic transport. 


Works councils loom larger on the horizon 


P rivate UK companies face the 
growing likelihood that they 
will have to set up consulta- 
tive works councils within five 
years, following the publication 
yesterday of a European Commis- 
sion document on worker informa- 
tion and consultation struct- 
ures. 

For the UK - unlike most other 
EU states - the proposals win rep- 
resent a shift to legal regulation in 
an area previously ruled by agree- 
ment 

Mr Padraig Flynn, the ElTs 
social affair s commissioner, hopes 
unions and employers can negoti- 
ate a deal on worker information 
and consultation that win satisfy 
him- They have six weeks In which 
to respond. Mr Flynn must then 
decide whether to issue a legisla- 
tive proposal. 


Brussels sees a 
greater role for 
employees as part of 
the European ideal, 
says Robert Taylor 


At that stage, the so-called social 
partners - the European Trade 
Uni on Con federation, and Unice 
and CEEP, the employer organisa- 
tions — may inform the commis- 
sion they wish to try to negotiate a 
deal 

Mr Flynn would then suspend 
any move to legislative action for 
nine months to give the sides timp 
to reach agreement. 

If this failed, he would press 
ahead with a legally binding direc- 


tive through agreement among 
membra 1 governments. 

His eight-page paper on consulta- 
tion and information emphasises 
that industrial relations in compa- 
nies in the EU are “characterised 
by the increasing involvement of 
employees and their representa- 
tives at different levels”. 

This has given them “a more 
active role within the company in 
addition to their contribution in 
terms of production of goods and 
services." it says. “A reinforced 
role for employees and their repre- 
sentatives in the operation of the 
firm is an essential element of the 
European model of society. At the 
very least, this involvement of 
employees means the right to prior 
information and consultation on 
managerial d ecisions which affect 
them." 


The provision of information and 
consultation with employees is 
“crucial for the acceptance and the 
success of the process of company 
restructuring and change.” it says. 

The need for this already applies 
by law across the EU over collec- 
tive redundancies and the transfer 
of business ownership. 


T he existing European works 
council directive requires all 
companies employing more 
than 1.500 workers in at least two 
member states to create works 
councils. 

Mr Flynn argues that the aim of 
the new proposal is to improve 
competitiveness by ensuring a 
“skilled, mobile, committed and 
responsible workforce" that is 
“capable of taking on board techni- 
cal change and rallying around the 


objectives of increased productiv- 
ity". 

Consultation and information 
structures would enable companies 
to “implement genuine forward 
management of their employment 
supported by training, retraining 
and redeployment to avoid the 
social cost of change, particularly 
in the event of job lasses” 

The document recognises the 
“vast majority" of EU states have a 
"substantial legal arsenal” through 
law or collective agreement on 
worker information and consulta- 
tion". But it suggests these rights 
are “not always effectively guaran- 
teed", because “the involvement of 
the workers’ representatives is sit- 
uated too far downstream of the 
decision-making process”. 

Mr Flynn is flexible on the form 
the structures would take. 
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Another leap year for Swiss Re. 


Return on equity — up; profits — up; reserves - up: another high- 
flying performance from SwissRe in 1996. 

The major structural changes initiated in 1995 were the 
launching pad for an extraordinary leap forward. The ordinary 
result after tax jumped no less than 34% to CHF 1461 million 
(CHF 100 per share) last year, while ROE rose from 12.7% in 
1995 to 13-8%. 

WeVe upped our investments 40% ro boosr our leading 
position in key markets, and our capital and reserves are up to a 
reassuring CHF 9.9 billion, providing a soft landing when a 
risk does come down to earth with a bump. 

There’s more upbeat news: Last December’s acquisition of 
Mercantile & General Re made SwissRe the world’s leading 


life and health reinsurer. And the upcoming acquisition of 
Unione Italiana di Riassicurazione (also agreed last December) is 
set to strengthen our position in Italy and therefore in Europe, 
still one of our most important markets worldwide. 

This is great news for our shareholders. Thanks to these 
exciting results and the good run of business in the wider 
economy, we re proposing a dividend of CHF 30 per share to the 
General Meeting on 27 June. 

If you’d like more details about a routine annus mirabiUs 
in the business of risk, fax (212) 907 8111 in New York or 
+ 41 1 285 40 98 in Zurich. Or visit our Website at 
www.swissre.com 

SwissRe 
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TECHNOLOGY 


Nfolri Brimicombe on chaperon proteins that help plants resist high temperatures 


I t Is many years since 
society dispensed with 
chaperons, those prim 
and proper maiden 
aunts who safeguarded the 
virtue of Impressionable 
young ladies. But plants 
remain old-fashioned and 
their preference for propri- 
ety is paying off. 

According to the United 
Nations, 3 bn people will thee 
serious water shortages in 
the next 30 years. As global 
warming escalates and green 
fields are transformed into 
dust bowls, the sight of wilt- 
ing plants has become all too 
familiar. 

Although drought and 
high temperatures are irrita- 
ting for gardeners, they can 
signal financial ruin for 
farmers and escalating costs 
for consumers, because such 
environmental stress factors 
reduce crop yield and qual- 
ity. 

Planta, the German bio- 
technology company, and 
researchers from the Univer- 
sity of Tubingen, also in Ger- 
many. have ann ounced a col- 
laboration aimed at 
developing food crops with 
innate resistance to environ- 
mental stress factors. 

High temperatures damage 
plants because they cause 
proteins, such as those 
needed for cell division or 
energy production, to “dena- 
ture'' or change shape. This 
leaves them incapable of per- 


Plants like it hot 


FINANCIAL TIMES THURSDAY JUNE S 1997 


Bad blood 


forming their proper tasks. 

Many plants have in-built 
mechanisms to help them 
resist the worst affects of 
high temperatures. 

One defence system cen- 
tres on the production of 
“chaperon” proteins which 
protect other proteins, pre- 
venting t hem from chang in g 
shape and thereby preserv- 
ing their function. 

The production of chap- 
eron proteins is triggered by 
a number of molecular 
switches. The switches are 
always present in the plant 
cells, but under normal con- 
ditions they are turned off 
When activated by stress, 
they bind on to gene promot- 
es which subsequently initi- 
ate the production of chap- 
eron proteins. 

Fritz Schdffi, professor of 
plant genetics at Tubingen, 
and his team have been 
working on a molecular 
switch called heat shock fac- 
tor (HSF) In Arabidopsis 
plants. By linking HSF to an 
enzyme, glucuronidase, they 
have found a way of activat- 
ing the molecular switch and 
stimulating the low level 
production of chaperon pro- 
teins under normal tempera- 
tures. 


VCOZ CU> BRUBAfcgS. S71 UL TffJNKT ® JUP) 
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“We have found a way of 
activating chaperon protein 
production up to about 20 
per cent of what we expect 
to see in a stressed plant.” 
says Scb&ffL 

“This means the plant is 
preconditioned to cope with 
stress, so that when it expe- 
riences high temperatures 
the adverse effects are min- 
imised. This is because there 
are some ready-made chap- 


eron proteins on stand-by to 
protect the plant” 

Reinhard Nehls, head of 
research at Plante, says he 
was surprised to find that 
there was no penalty associ- 
ated with the premature pro- 
duction of chaperon pro- 
teins. “So far research 
indicates that there are no 
downsides,” he says. 

As Schdffi points out: 
“Even if the plant does 


divert some energy into 
making the chaperon pro- 
teins, the benefits of being 
ready to combat stress - in 
terms of improved yield and 
quality - would probably 
outweigh the minor cost of 

malring fhwn jjp advance.” 

SehSffl has been investiga- 
ting hpat resistance in plants 
for more than 17 years, lat- 
terly under the auspices of 
Arnica Science EE1G - a con- 
sortium of the Max Planck 
Institute far Plant Breeding 
in Cologne and the John 
Innes Centre in Norwich, 
UK. 

Arnica has been charged 
with co-ordinating a Euro- 
pean Union project to bring 
together 130 plant biotech- 
nology laboratories and 
tackle important issues 
facing agriculture in 
Europe. 

One of its tasks has been 
to ensure that new technol- 
ogy emerging from the labo- 
ratories is transferred rap- 
idly to European industry 
where it can be exploited 
and protected. 

Arnica played a central 
role in hi g hli ghting tho com- 
mercial potential of Schflffl’s 
work to Planta. The German 
company is a subsidiary of 


the European plant breeding 
company KW$, and has 
bought the rights to the 
technology. 

It aims to use SchOffl’s 
findings to produce commer- 
cial crop plants with an in- 
built resistance to environ- 
mental stress. 

SchOffl’s team and Planta 
are looking for a way of acti- 
vating heat shock factor in 
commercially important 
crops such as oilseed rape 
and sugarbeet. They are 
researching two approaches: 
the first is to transfer the 
genes far activated HSF from 
Arabidopsis Into crop 
plants. 

The second is to isolate 
and activate homologous 
HSF which exist within the 
crop plants. Planta hopes to 
begin field trials with the 
first modified plant in the 
next two years. 

Additional research by 12 
Amlca-linked laboratories in 
five countries underlines the 
significance of HSF. 

Early studies indicate that 
its activation affords protec- 
tion to a broad range of envi- 
ronmental stresses including 
cold, heavy metal exposure, 
draught and salt - in addi- 
tion to high temperatures. 

In the long term, the 
research could lead to multi- 
stress resistant plants which 
not only like it hot but relish 
any extreme the environ- 
ment can offer. 
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ENERG1S - One of the top telecoms service providers 
in the 1997 UK Industry Customer Satisfaction Report 


Energis has created in the UK one of the world’s most advanced nationaJ 
telecommunications networks. ; 

Energis customers have declared themselves more satisfied than those 
of other telecoms service providers, according to the latest Telecom 
companies comparable performance indicators report, published by 
P-E International, and based oh .^definitions agreed by tbe majnTeiecom 
companies, consumer otiurearid OFTEL - : J ■ 

Judged on reported top 

national network 

Behind every reliable operat*^ _ 

Energis uses Nortel D MS switching and 

works with customers worldwide todesignv£iifi& ■ 

networks — for information, entertainment, educadtioh and business 1 — 
offering one of the broadest choices of network solutions -in the industry. 

Enerjps and Nortel - a winning 
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over patent 


A small US biotechnol- 
ogy company is fight- 
ing to keep a cancer 
treatment on the market as 
it opposes a large medical 
equipment company and a 
prominent university over a 
patent. 

The skirmish pits CellPro, 
based In Bothell, Washing- 
ton agatest Johns Hopkins 
University and Baxter Inter- 
national. The dispute con- 
cerns a CellPro treatment, 
based on research carried 
out at the Fred Hutchinson 
Cancer Center in Seattle, 
which allegedly Infringes a 
patent held by Johns Hop- 
kins University. 

CellPro’s treatment, 
Ceprate. is used in bone mar- 
row transplants connected 
with cancer treatment. It col- 
lects healthy stem cells, the 
progenitors of blood and 
immune cells. The cells are 
reintroduced to patients 
after their chemotherapy. 

More than 5,000 patients 
have received Ceprate. 
including children with 
intractable leukaemia - with 
some encouraging results. 

CellPro portrays itself as 
an advocate for desperately 
ill cancer patients and the 
target of a ploy by Baxter to 
remove the only competitor 
to its own stem cell system, 
called Isolex. Baxter and 
Jbhns Hopkins say CellPro is 
unnecessarily scaring 
patients by saying a court 
order will shut down Its clin- 
ical trials and drive it out of 
business. 

In an unprecedented move, 
CellPro has asked the gov- 
ernment to keep Ceprate an 
the market under the Bayh- 
Dole Act, which allows the 
government to repossess a 
patent to address a public 
health need. The company 
has the support of the Amer- 
ican Cancer Society and 
congressmen, who have 
asked the government to 
intervene. 

Patent lawyer Cal Griffith, 
of Jones, Day Reavis & 
Pogue, based in Cleveland, 
thinks CellPro has a chance. 
“The petition with the gov- 


ernment Is a nice first step. 
It raises the profile and pub- 
licity of this case, and puts 
the most pressure on," he 
said. 

At issue are the special 
antibodies used to ferret out 
stem cells. A Johns Hopkins 
researcher discovered how to 
Isolate and purify the cells 
and Hopkins received 
patents on the technology. 
Hopkins gave an exclusive 
licence to Beet on Dickinson, 
which sublicensed Baxter. 

Ceprate was approved in 
Europe in July 1995, six 
months after Baxter's Isolex 
came on the market. In the 
US Ceprate received govern- 
ment marketing approval 
last December, and Baxter 
expects to win approval for 
Isolex by the end of the year. 

Richard Murdock, CellP- 
ro's Chief executive, said the 
company “has always been 
willing to pay a reasonable 
royalty to avoid litigation," 
but Baxter kept on changing 
the terms of the agreement 
Baxter said CellPro refused 
to accept a licence on three 
occasions on the same terms 
accepted by two other bio- 
technology companies, "if 
we were trying to clear the 
market of competitors, we 
certainly would not have 
licensed out the technology.” 
said Baxter. 

In March a federal judge 
ruled that CellPro wilfully 
infringed the Hopkins 
patent. An injunction may 
follow within the month. In 
the meantime. Baxter and 
Johns Hopkins have asked 
the federal court to permit 
CellPro to continue selling 
its device until an alterna- 
tive is approved, and com- 
plete all its government-ap- 
proved clinical trials. They 
want CellPro to pay them 
about $2,000 for each Ceprate - 
system it sells. 

Murdock said these condi- 
tions would put CellPro out 
of business. “We certainly 
will file an appeal. There is a 
lot to do here to save this 
company." 

Marjorie Shaffer 


Worth Watching * Vanessa Houider 



The heart of 
gene therapy 

One of the hurdles to using 
gene therapy to treat heart 
disease appears to have 
been overcome by 
scientists at Johns Hopkins 
University in the US who 
have developed a technique 
that efficiently delivers 
genes to heart cells. 

The researchers used a 
disabled version of a 
common virus to “infect” 
the muscle cells of a 
rabbit’s heart with a new 
gene. Previous researchers 
who tried similar 
techniques were partially 
successful. The Hopkins 
scientists said several 
factors, such as warm 
heart temperature, high 
concentration of the virus 
and prolonged exposure to 
the virus, increased the 
success of the technique. 

Gene therapy could 
potentially be used to core 
a variety of heart diseases, 
but more research is 
needed before ft can be 
used in clinical trials. 

Johns Hopkins 
University: US, tel 
4109558725; http:lt 
hopkms.merLjhu.edu 

Cheeking up on 
vaccinations 

Inoculations against 
tetanus do not always 
work. But cases where the 
vaccination has foiled to 
give immunity can now be 
identified. 

ABD Technologies, based 
in Aubague, France, is 
marketing a relatively 
cheap, simple test that • 
only requires a drop of 
blood and can be read in 20 
minutes. The test can be 
used in casualty 
departments, where it can 
save patients from having 
unnecessary boosters and 
immunoglobulin 
injections. ABD 
Technologies has produced 
a similar test for 
diphtheria and is 
developing tests for other 
diseases. 

ABD Technologies: 

France, tel 442821852: fax 


442S21S54. 

New approach 
to magnetics 

Magnetic filtration 
techniques are used in 
industry to separate 
Impurities that have a 
magnetic charge. But this 
approach relies on 
electromagnets to produce 
the required magnetic 
field. 

Researchers at the 
University of Southampton 
in the US are using 
permanent magnets which 
are portable, cheap and 
easy to install and 
maintnfai. The scientists 
have pnfawtwi their 
method of switching off the 
magnetic field, which 
depends on changing the 
configuration of the 
magnets. The system is 
suitable for small scale 
devices, such as air 
Filtration. The researchers 
believe the system could be 
excellent for industrial 
applications. 

University of 
Southampton: UK, tel 
(0)1703 S93807;fax (0)1703 
593285 

Salting away 
the bitterness ^ 

Why Is it so hard to make 
low-sodium foods taste. k 
palatable? An insight into ; 
this question has been h 
provided by research into 
salt’s ability to enhance 
other flavours. i 

Scientists at Monell 
Chemical Senses Center in 
Philadelphia, US, suggest 
that salt filters flavours so 
unpleasant tastes such as 
bitterness are suppressed 
more than palatable tastes 
such as sweetness. As a 
result it would increase the 
intensity of the pleasant 
taste, according to a report 
in today’s Nature 
magazine. 

They tested their theory 
on 21 volunteers. 

The researchers suggest 
that most people’s desire 
for salt in a wide range of 
foods may be due In part to 
its ability to suppress 
unpleasant flavours. That 
means that the search for a 
sodium-free alternative to 
taste could usefoily 
investigate other 
substances that block 
bitterness. 

Monell Chemical Senses 
Center: US. tel 2158985120; 
c-mait 

U'auchom^'pobOT.uperm. 
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ARTS 


Cinema/ Nig;el Andrews 

Radiant 
losers in 

the frame 


D rifting Clouds 
is piercingly 
miserable and 
wonderfully 
funny. The 
central couple of Finnish 
director Aid KaurismaM’s 
new film, like the radiant 
losers who haunted his ear- 
ne r Ar iel and The Match 
Factory Girl, seem to have 
stepped straight off the 
screen into our lives. They 
have both a Beckettian reso- 
nance, like all who spend too 
much time soliloquising 
inside life's dustbins, and a 
lu m inous prhnitivist rflmrm 
like the Sunday-painted 
social waifs and strays of 
Fassbinder's films. 

DRIFTING 
CLOUDS 
Aid Kaorismaki 

CON AIR 

Simon West 

THE FIFTH 
ELEMENT 
Lac Besson 

MEN WOMEN: USER'S 
MANUAL 
Claude Lelouch 

~ ALIVE AND " 
KICKING 
Nancy Meckler 

The dustbin here is reces- 
sion Helsinki. The wan, 
duckling-faced wife (Kati 
Outinen) who loses her head- 
waiting job in a gloomy for- 
mal restaurant and the hus- 
band (Kari VfiSnanen), who 
Is simultaneously made 
redundant by his tram com- 
pany, try to keep up each 
other’s morale. But merely 
looking at each other's faces 
each day must defeat that_ 
She resembles a Modigliani 
sitter suffering from 
anorexia. He is a stocky lum- 
penprole who occasionally 
keels over in a dead faint on 


the hall carpet, as if symboli- 
cally protesting against the 
universal work-market 
advice to “stand on your 
own two feet" 

The film makes an art out 
of transparency. The dia- 
logue has more pauses than 
words, the characters' bleak 
non-specific expressions are 
made up of unjoined dots - 
toe must work to discern 
emotions guess at link- 
ages - and Kaummaki's 
camera virtually never 
moves. Each framing is 
locked into place like a pass- 
port photo. Yet each scene is 
perfectly pitched and preg- 
nant with feeling: from the 
impassive bint of tears in 
Outinen’s eyes as she dusts 
the framed photo of never- 
mentioned, never-seen child 
to tiny comic throwaways 
iflta the communal farewell 
toast in the restaurant's 
kitchen where a lone orange 
juice is reserved far the too 
vodka-prone chef. 

KaurismakFs realism is at 
once so focused and so pok- 
er-faced that it sometimes 
goes beyond the realist alto- 
gether. Many of the settings 
are in shades of blue, as if to 
match the cnmir mournfUl- 
ness, and in two scenes 
workmen are actually 
glimpsed painting a wall 
blue as we watch. Likewise, 
real shades into hyper-real 
when the wife, dismayed by 
a call from her husband say- 
ing he is going away, drops 
the waD -phone, leaving it to 
dangle in space for long, 
bleak seconds like some vital 
organ in the middle of a sur- 
gical operation. “Life is short 
and miserable, let's make 
the most of it,” says a drink- 
ing pal of the husband, ft is 
the only message that Drift- 
ing Clouds needs. The proper 
subject for human comedy, 
says Kaurismaki. is the 
same as that for human trag- 
edy. However much we bate 
life, however much it disap- 
points us, we always seem to 
want more of it 
* 



A dialogue with more pauses than words: Kati Outran and Karl VUnSnen in ‘Drifting Clouds 1 


There is one certainty with a 
film produced by Jerry 
Bruckheimer ( Top Gun. 
Dags Of Thunder, Vie Rocky. 
it will not be based on a 
novel by Henry James or 
Jane Austen. The bad char- 
acters will try to destroy the 
good characters and the 
good characters will use nec- 
essary force - guns, knives, 
bombs and bazookas, their 
deployment accompanied by 
wall-to-wall rock music - to 
blast the bad characters out 
of the sea, sky or landscape. 

Con Air is a connoisseur 
action movie. We are in over 
our heads almost before the 
credits rolL Texas Ranger 
Nicolas Cage kills a bully in 
a street fight and goes to 
poky for seven years. 
Paroled in time for his 
daughter's eighth birthday, 
he climbs aboard a convict 
transport plane containing 
John Malkovich as a rabble- 
rousing maniac determined 
on hijack and escape, and 
the minimum but necessaxy 
rabble required to help him. 
These Include a Hannibal 
Lecter-style serial killer 
(Steve Buscemi). a multiple 


rapist, a drug addict and a 
demented drag queen. 

A first-tune British direc- 
tor, Simon West, is responsi- 
ble for the Armageddon that 
follows. As usual with 
Bruckheimer productions, 
no free s t a nding structure is 
left intact, from airport con- 
trol towers to neon monu- 
ments in Lbs Vegas, ani * the 
actors are left gamely trying 
to insert their dialogue into 
the gaps between screen- 
rending explosions. Good 
fun, if you can stand it 

C on Air is at least 
linear and 
absorbing. The 
Fifth Element, 
which also goes 
“Bang" for two hours or 
more, is largely incompre- 
hensible. If yon can Imagine 
an elaborate boardgame con- 
ceived by Jorge Luis Barges 
and developed by the Mar- 
quis de Sade, you will still 
fell short of the full, frenzied 
incoherence of L uc B esson's 
sci-fi epic. Bruce Willis, 23rd- 
century aerial cab driver, 
becomes ensnared in a war 
between good and evil 


involving a mysterious robo- 
tic damsel ( Minn Javovich), - 
a priest with the key to the 
future (Ian Holm) and a 
crazed master of the uni- 
verse with a Texas accent 
and Hitler forelock (Gary 
Oldman). 

Most unnervingly of all, 
the world of the fixture is 
dressed by Jean-Paul Gaul- 
tier. Big on bondage motifs, 
it has S-M dialogue to match, 
sometimes borrowed from 
Friedrich Nietzsche. “What 
doesn't kill ya makes ya 
stranger", snarls someone. 
French writer-director Luc 
Besson ( Subway , Nikita, 
Leon) has previously given 
us kinky tales of sex-war and 
spy-war gamesmanship. 
Here he combines both with 
large morsels of Star Wars - 
plus Blade Runner and 
Metropolis — and ha« mani- 
festly bitten off more 
than he, or any of us, nan 
chew. 

Besson’s compatriot 
Claude Lelouch is a more 
ancien rtgime director. He 
dates back to the late New 
Wave, so he makes films 
about human beings, or at 


least convincing simulations 
thereof. French critics may 
have poured scorn on his 
most famous -calling card, 
A Man And A Woman, with 
its tinkly sentimentalism, 
bat the title of his new 
film Men Women: User's 
Afnv n m l shows that Lelouch 
still favours large gender 
abstractions in tales of love, 
loss and instructional, heart- 
ache. 

He has learned a little tart- 
■ ness, though A womanising. 
Cast-lane businessman (Bern- 
ard Tapie) and a young 
undercover cop (Fabrfce 
Luchini) swap Tnedieal desti- 
nies when a beautiful doctor 
(Alessandra Martin es), for 
dark reasons of revenge, 
gives ear h the other’s cancer 
test results. Subplots about a 
boy-girl romance, a street 
busker hoisted to feme and a 
beautiful con-woman (Anouk 
Aim6e) add to tire multi- 
strand meditation on chance, 
win and kism et. 

Lelouch still shows a 
weakness for snapshot cute- 
ness in characterisation, and 
for greetings-card photogra- 
phy - here Lourdes mantled 


in snow. But the film gains 
strength from an Inspired 
casting choice: that of non- 
actor Tapie, the ex-manager 
of Marseilles, football team 
who won a tax martyr's 
kudos when given a harsh 
jail sentence. Now released, 
he plays the opinionated co- 
here with a brusque, expan-' 
. give charm that Knncks-most 
of his professional rivals off 
tire screen. 

. Alive And Kicking gets 
nine points far b ra ver y , one 
for pith and cogency.. A tale 
of love, ballet and Aids, it 
dares to explore an oddly- 
matched love affair between 
virus-affected dancer Jason 
Flemyng and vodka-drinking 
older counsellor Anthony 
Sher. But around this rough, 
real centre all is “The show 
must go on, darling." Martin 
Bent Sherman’s script shows 
no mercy to troupers like 
Anthony Higgins 33 a dying, 
accented dancemaster (“My 
father fought with' Castro in 
.the mountains”) or Dorothy 
Tutin. playing the woman 
the company dub their 
" ins ph-a Hnnwi demented fig- 
urehead.” 


T his year’s Bath Fes- 
tival boldly 
attempted to be all 
things to all people, 
and by and large it suc- 
ceeded. There was the usual 
resident artist, that eternally 
affable pianist Imogen Coo- 
per. We had a jazz weekend. 
Period-style and early music 
took its rightful place. And. 
completing the musical jig- 
saw, a weekend devoted to 
that bite noire of local 
authority sponsored festi- 
vals, contemporary music. 

Bath’s unitary authority 
paymasters need fear noth- 
ing, because the half dozen 
concerts were received 
wholeheartedly into the 
bosom of thin newly vibrant 
festival, and, for the most 
part, without presenting 
work couched in consciously 
populist idioms. The fea- 
tured composer, for instance, 
was Iannis Xenakis, hardly 
easy listening. But Bath 
dearly has an audience for 


Bath Festival/Stephen Pettitt 


Enthusiastic reception for new music 


this kind of music. Most con- 
certs were extremely well 
attended by young and old, 
experienced and green. From 
what l overheard it seemed 
that they responded well to 
the forum-like atmosphere. 
Like art-gallery punters, 
they had paid for the experi- 
ence, not for a guarantee of 
delight. 

Xenakis himself was in 
attendance, receiving an 
honorary doctorate before 
one of the percussion duo 
from Les Ateliers UP1C, a 
group founded by the com- 
poser in 1986. launched him- 
self wholeheartedly into the 
explosive, athletic sounds of 
Rebonds to open the week- 
end's proceedings. Two tape 
pieces, EROD <a festival 


commission) and S.709 made 
some interesting noises but 
confirmed at least for me 
that Xenakis Is best played 
by musicians, not machines. 
And other works - Brigitte 
Roblndore's Comme etran- 
gerz et voyageurs sur la tore. 
Takehito Shimaza’s Mono- 
die . Pierre Bernard's Kiran 
and David Revill’s Move- 
ments - seemed derivative, 
over-ambitions, and , usually, 
over-loud. 

This disappointing start 
was balanced by a disap- 
pointing end, a concert by 
the Graham Fitkin Group. 
Fitirin is a pleasant man and 
he means what he does. But 
tire coolly spoken introduc- 
tions and the flip, repetitive 
music — hammered, piano 


chords, frantically scraping 
violin and cello, and the 
inevitable wall of saxo- 
phones, a cliche of minimal- 
ism if ever there was - were 
rudely exposed as passe, the 
non-music of the early 1990s. 
Fitkin introduced one work 
by saying only that he 
couldn’t think of anything 
Interesting to say about It 
Quite. His leaving present 
was a new three-movement 
work, commissioned by the 
festival, called Ironic. Two 
works by Xenakis came, un- 
IronlcaBy, as blessed relief - 
thp thriflingjy accumulative 
Psappha for percussion 
(Richard Benjafield) and the 
wildly expressive Sottas for 
cello (Anton Lukoszevieze). 
both played with relish. 


The centre of the weekend 
sandwich was richer by far. 
Rolf Hind delivered a chal- 
lenging piano recital with 
swaggering command. His 
programme Included Michael 
Finnissy's Snowdrifts, com- 
plex yet ultra-refined and 
poetic a ravlshingly scored 
and beautifully worked piece 
by Simon Holt, Nigredo, 
about the alchemical pro- 
cess; Xenakis's powerful 
BoryaH, as gritty and anar- 
chic and cogent as any late 
Beethoven, and Mists: and. 
Paul Newland's pithy suite 
Phlegm, Blood, Bile, less 
yucky than its • title 
suggested. 

The group Reservoir gave 
Xenakis’s Kai, a tough, 
Jagged piece of rhythmic 


counterpoint, and Palimp- 
sest, an attractive, and again 
technically challenging, for- 
mal conceit, along with two 
vivid essays. Barry Guy’s 
Bird Gong Game .and 
Alwynne Pritchard’s Craw, 
and - a revelation for me - 
Frank Zappa’s fluent, intelli- 
gently eclectic Dupree's Par- 
adise. 

B ut one concert tow- 
ered above the rest, 
and it was given by 
amateurs. James 
Wood’s New London Cham- 
ber Choir, seemingly oblivi- 
ous of the mountains they 
set themselves to climb, 
tackled with poise Ockegb- 
em’s wonderfully solemn- 
dramatic Requiem and, with 


staggering accomplishment, 
three choral pieces by 
Xenakis. If the last. Medea 
Seneca, demanded more of 
the singers (all male in tins 
case) with its rhythmically 
complex ritual chantings, a 
more dramatic Impact still 
was made by the harrowing 
bowlings of Ntdts 10, a work 
for 12 mixed voices about 
disappeared political prison- 
ers which ends in an all too 
obviously significant cough 
of expiry. 

But the tour-de-force of the 
evening w&s & stunning per - 
formance of Serment, an 
exultant exercise. in choral 
virtuosity based on the 
words of the Hippocratic 
Oath and delivered with 
unbelievable confidence, joy 
and expertise. After it. choir 
and composer - who to my 
ears is obviously at his best 
when writing for the voice - 
were received with some- 
thing like ecstasy, and quite 
rightly too. 


Theatre 



Festival of 
the senses 


appy days - are 
here - again. .The 
Mirth .. London 

International 
Festival of - Theatre has 
opened, promising various 
delights from firework dis- 
plays by the Trend wiz- 
ard” Christos. Berthouneau 
to ' a g as tron omi c , fiesta at 
BatterseaMiCente There 
are two- visions of Israel: 
Joshua Sobol's -ai tire Lyric 
Theatre, Hammersmith ami 
a rewriting .of Athol 
Fugard's Sizwe Banzi is 
Bead-by the Palestinian Al- 
Kasaba Theatre. Also on 
offer Is a bizarre palimpsest 
of Australian culture .from 
erotic performance, art at 
the Royal Court to The 
Seven "Stages of. Grieving by 
the Aboriginal Theatre 
Groom Kooenba Jdarra 
Indigenous Perforating Arts. 
With the end of British rule 
in Hong Kong there are pro- 
ductions from con temporary 
Chinese theatre and discos- 
sionk on what the handover 
will mean. 

The organisers of the LIST 
festival tell ns that this year 
it is a festival of the senses, 
and. what better introduc- 
tion ran we ask for than 
their opening performance. 
Or&culos, by Enrique Var- 
gas’s Taller de Investigacian 
del' Imagen Teatral, takes 
place in what.ls In reality a 
former coach station in 
King’s Cross but rapidly 
becomes a playground of the 
imagination. 


B ased on the (hade 
at Delphi and on 
the Eleusian Mys- 
teries. which centre 
on the goddess Denteter, the 
show uses Tarot cards as tire 
key to the journey. Entering 
the labyrinth one by one. 
visitors are asked to formu- 
late. a question. Wheat 
becomes tire embodiment of 
each question and, Hk« the 
audience, it is transformed 
by the end of the journey. 

Travelling through differ- 
ent spaces, sometimes alone, 
sometimes with a guide, all 
senses' are s timulat ed. The 
guides are by turns playful, 
serious, dangerous, mischie- 
vous, wise, neutral as they 
lead you through a sensory 
drama which is more than 
partly of your own creation. 
rmrrtnfr out into the noise 
and bustle of King’s Cross it 
feels as If we have been 
given a precious but fragile 
gift and to attempt to render 
it into words would make it 
disappear. 

Vargas has worked for 
many years using tire laby- 
rinth as a tool for dramatic 
exploration. After his initial 
theatrical work in New 
York, he set up his theatre 
workshop in Columbia 
where he drew on different 
theatrical forms and ideas 
from various scientific fields 
in an attempt to explore the 
world of the senses. 

His work has not been 
seen in Britain since 1994 
when he presented Ariadne’s 
Thread based an the legend 
of tire Minotaur, in which he 
used the senses of touch and 
smell to place the spectator 
at tire centre of tire dramatic 
experience. Experience it. 

Sam Albasini 


Or&culos at the former 
Coach Station, 23-25 North- 
down Street, Nl until June 
15 (0171 312 1995). 


International 

Arts 

Guide 


■ AMSTERDAM 

EXHIBITION _ __ 

Stedelijk Museum Tel: 31-20 573 

2737 

• Dutch Interior Design 
1895-1930: exhibition examining 
the efforts of the Dutch avant 
garde to transform Interior design 
into an art form; to Jun 15 


■ BERLIN 

CONCERT 

Konzerthaus Berlin Tel: 
49-30-203090 

• Berliner stretohsextett 
performs works by Marfnu and 

Brahms; Jun 8 
EXHIBITION 

Gemadegaterte - Bodemusaum 

Tel: 49-30-209050 

• Herron der Meere - Master 
dor Kunst Das hol/findrsche 
SeeftRti im 17. JahrtnBidett 
exhibition featuring 17th century 
Dutch marine paintings; to Jun 8 

Kupferstichkabine« - 
Samratung der Zetdimingen 
und Druckgraphik Tel: 


49-30-26629598 
• Paul Klee - Spate 
Zeichnungen: display of drawings 
produced by the Swiss artist in 
the years 1939 and 1940, 
Including the cycle of IB works 
entitled “Der Irrfemer Park": to 
Jun 8 


■ BONN 

OPERA 

Oper der Stedt Bonn Tel: 
49-228-7281 

• Die ZauberflOte: by Mozart. 

Conducted by Gustav Kuhn. 
Soloists Include Rend Pape, 
Lothar Odin! us and Raimo 
Laukka; Jun 6 


■ BRUSSELS 

OPERA 

Thd&trs Royal de la Monnaie 
Tel: 32-2-2291200 
• Ariadne auf Naxos: by R. 
Strauss. Conducted by Antonio 
Pappano. Soloists Include Susan 
ChUcott, Charlotte Margkxio, 
Richard Margison and Bzbieta 
Szmytka; Jun 8 


■ CANBERRA 

exhibition 

National Gallery of Australia Tel: 
61-6-240-6411 

• The Europeans: Emigr§ Artists 
in Australia 1930-1960: display of 
more than 20 0 works by artists 
who emigrated to Australia; to 
Jun 9 


■ COLOGNE 

CONCERT 

KOIner Philharmonic he 
V 


• Chicago Symphony Orchestra: 
with conductor Daniel Barenboim, 
tenor Pladdo Domingo and 
violinist Maxim Vengerov in works 
by de Falla, Hfifler, Sibelius and 
Lutosiawsk); Jun 8 


■ DUBLIN 

CONCERT 

National Concert Hall TeL- 
353-1-6711888 

• Antoinette Baker: the organist 
performs works by Guilmant, 
Sweeney and Mullet; Jun 6 


■ EDINBURGH 

EXHIBITION 

National Gallery of Scotland Tek 
44-131-5568921 
• Casslano dal Pozzo's Paper 
Museum: exhibition of images 
assembled in Rome by the 
collector and connoisseur 
Cassiano dal Pozzo (1588-1657), 
proto-Victorian Renaissance man 
with a passion tor classification: 
to Jun 8 


■ FRANKFURT 

CONCERT 

Alte Oper Tel: 49-69-1340400 
• Frankfurter Museumorchester. 
with conductor Vladimir 
Fedosseyev and pianist Elisabeth 
Leonskaja In works by Beethoven 
and Schostekovich; Jin 8 


■ GENEVA 

EXHIBITION 

Mus6e d'Art et d’Hbtoire Tel: 
41-22-3114340 

• Morceaux Chois is, CSrarmque 
de Grande Grfee: display of 


ceramics from Greece, featuring 
150 fragments of vases dating 
from the 5th century BC up to the 
3rd centisy AD; to Jul 20 

■ LISBON 

EXHIBITION 

Centro Cultural de Be 14m Tel: 
351-1-3612400 

• Donald Judd: display of work 
by the American minimalist artist, 
including the first public exhfoit of 
his Art end Architecture series, 
dating from the 1960s to the early 
1990s; to Aug 18 

■ LIVERPOOL 

EXHIBITION 

Walker Alt Gallery Tel: 
44-151-2070001 

• Sir Lawrence Alma-Tadema: 
exhibition of work by the painter 
who was bam in the Netherlands, 
but settled in London in 1870, 
quickly gaining popularity for his 
Idealised scenes of ancient 
Greece and Rome. The exhfoition 
features some 70 paintings, a 
selection of watercolours and a 
display of photographs; to Jun B 

■ LONDON 

EXHIBITION 

National Portrait Gallery Tel: 
44-171-3060055 . 

• August Sander m$or 
retrospective exhibition of the 
work of the German 
photographer, until Sunday 

Tate Gallery Tati 44-171-8878000 

• Hogarth the Painter display 
celebrating the birth In 1697 erf 
Willem Hogarth, highlighting his 
achievements as the leading 


painter of h'rs age. The Tate’s 
coflection of work by the artist Is 
shown in fts entirety, alongside 
loaned works from public and 
private collections; to Jun 8 

■ MADRID 

CONCERT . . 

Fundac*6n Juan March Tel: 
34-1-4354240 . . 

• Claudio Art many: performance 
by the flautist, accompanied by 
the pianist Jordi Maso. The 
programme Indudes works by 
Kuhiau, Beethoven, B6hm and 

. Czerny; Jun T 

EXHIBITION 

Mumo Naclonaf del Prado Tel: 
34-1-3302800 

• Catalan Medieval Painting: 
display of 15 sculptures and 34 .. 
paintings selected from a number 
of collections, including those of '. 
the Museu Nacfonal d'Art de 
Catalunya hT Barcelona and the 
Mus6e du Louvre, Paris. The 
exhibition features Gothic works 
from the 14th and 15th centuries, 
Including pieces by Bartofomg 
Rubio and Maestro Rubio; 

to Jun 8 - 

■ NEW YORK 

EXHIBITION ' 

Whitney Museum of American 

Art Tel: 1-212-570-3600 

• The 1997 Biennial Exhibition: 
the 1997 Biennial is 69th in the 
series of Biennial exhibitions, 
established by the museum's 
founder Gertrude VanderbBt 
Whitney In 1932. The Biennial is ■ 
the Whitney's signature exhibition 
and focuses on the most 


important developments in recent 
American art; to Jun 22 

■ PARIS 

EXHIBITION 

Bibfiotheque Nationals Tet 
33-1-47038340 

• Costumes en trois actes: 
exhibition featuring 60 pieces of 
theatre, ballet, circus and .opera 
costumes, Including the ndgllgd 
worn by Marlene Dietrich in 
Kismet: to Jul 26 

Must* d’Art Mbdame de la VOJe 
de Paris Tab 33-1 53 67 40 00 

• Les Annees 30 en Europe: 
exhibition examining the art of the 
19309 and Its reaction to ' 
international events and the 
looming shadow of war. Artists • 
with work on display include 

Picasso, Mfrfi, Dali and 

Kandinsky; to Jun 8 

OPERA 

l/Opdra de Paris Buetffle Tel: . 
33-1-44 73 13 99 - 

• Madama Butterfly: by Puccini: 
Conducted by Silvta Varvfeo; .. •. 
Jun 9 

■ ZURICH 

cohgert 

TonhaUe Tel: 41-1-2063434 ■ 

• Tonhalle-Orchester and. Murray 
Perahla: conducted by Marfes : " 

. Jansons fri works by-Beethoven- ■ 
and Strauss; Jun 4-6 • 

Listing selected end. edited by . 
. ArtBase Tl* International Arts . 
Database, Amsterdam, The : f : . 

■ Netherlands. Copyright 1997. Aff- 
rights reserved. Tel: 31 20 664 
6441. E-mail: artbaseepLnet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channet 

07.00 ’ . . 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 

financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 

10.00 : 

European Money. Wheel 

18.00 : ' • 
.Financial Timas Business 
Tonight ••• _ 
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COMMENT & ANALYSIS 



Towards the end of the 
nineteenth century, an 
Oxford tradesman observed 
how his competitors were 
cheating and swindling at 
every opportunity. He agon- 
ised about how he could 
avoid doing the same with- 
out going out of business. 
Eventually, the tradesman 
screwed up his courage and 
took his problem to the for- 
midable Benjamin Jowett, 
master of BallioL Jowett 
paused only for a moment 
before replying: "Cheat as 
little as you can.” 

Not all ethical problems 
which arise in business can 
be dealt with so summarily. 
A recent attempt to come to 
grips with these ques tions 
nan be found in a book writ- 
ten by M R Griffiths, an 
international management 
consultant, and J R Lucas, 
an Oxford philosopher (Ethi- 
cal Economics, Macmillan). 

The mam argument of the 
book is given in the first 
chapter. A distinction is 
drawn between various 
kinds of association accord- 
ing to the degree to which 
its members have shared 
values and interests. A high 
degree of shared values 
characterises the family - at 
least in its ideal form. To a 
lesser extent it characterises 
even political associations 
such as the state. Such 
shared values are at their 
least in business, where sell- 
ers and buyers or employers 
and employees can have 
highly disparate values, but 
still have a common interest 
in co-operation. Hence the 
need to rely on arm’s-length 
relationships, such as con- 
tracts and on the mutual 
desire for gain. 

The contention that even 
very competitive business 
relations are a form of 
co-operation would not of 
course have been news to 
Adam Smith who wrote: “In 
civilised society man stands 
at all times in need of the 
co-operation and assistance 
of great multitudes, while 
his whole life is scarce suffi- 
cient to gain the friendship 
of a few persons." It is 


Economic Viewpoint • Samuel Brittan 

Cheat in moderation 

Should social objectives be written into the rules of the business game, or 
should companies try to pursue them directly in addition to profit? 


because of this very wide- 
spread dependence that we 
need to “address ourselves 
not to the humanity but to 
the self love of others'’. 

No place Is seen by Grif- 
fiths and Lucas for state 
laws to determine just 
prices or minimum wages. 
But justice is regarded as 
something objective rather 
than subjective. The busi- 
nessman is, in their view, 
often called on to balance 
conflicting: interests, as a 
tribunal c hairman go often 
was in post-war Britain. 

The authors rightly see 
that businessmen have 
some freedom of action even 
while pursuing profit Most 
companies have little bits of 
monopoly profit which they 
have some discretion how to 
allocate; and it is quite rea- 
sonable that some of this 
should go to good causes or 
employee welfare. 

They do not discuss, how- 
ever, the role of takeover 
threats in compensating for 
imperfections in the product 
market and thereby Wmiting 
the scope for such discre- 
tion. Would we be better off 
with a less competitive 
economy in which employ- 
ers bad more scope to exer- 
cise a q ussi-governmental 
role? Or would it be better 
to have a more competitive 


one In which citizens them- 
selves decided which good 
causes to support? 

The authors know it is 
impossible to lay down rigid 
rules of business behaviour. 
But my worry is that other 
authors, using the same 
intellectual apparatus, could 
come to much more dirigiste 
conclusions. If their book 
had appeared in, say 1974, it 
would not have provided a 
warning against Old 
Labour’s attempt to inter- 
fere in every aspect of eco- 
nomic life. 

Ethical Economics is writ- 
ten in Victorian didactic 
style. This has its advan- 
tages in the shape of dear 
summaries and definitions, 
but the disadvantage of not 
quite coming to life. If the 
reader’s attention is to be 
gripped, the contro v ersies in 
both ethics and economies 
need to be highlighted. 

Such highlighting be 
seen in the 1997 Napier 
Enterprise Lecture by Mr 
Adair Turner, director of 
the Confederation of British 
Industry. He contrasts what 
be calls Redistributive Mar- 
ket Liberalism CRML) with 
the stakeholder-communi- 
tarian approach to such 
matters. He divides his dis- 
cussion into two sections. 
The first is on how a society 


should assert Its social 
objectives. The second on 
what form of market econ- 
omy is most likely to 
achieve economic success. 

On the first question he is 
unequivocally on the side of 
RML. This model leaves 
plenty of scope for political 
activity. But that activity 
takes the form of adjusting 
the rules of the market, pro- 
viding for the collective 
finance of some services, 
and Income redistribution 
via taxes and benefits, 
within these constraints 
shar eholder wealth maximi- 
sation can apply. 

Mr Turner cites evidence 
of RML working - for 
instance the effects of the 
recent landfill tax. Even 
more important, he doubts 
whether managers have the 
knowledge to take into 
account the second- and 
third-order effects of their 
actions on national well- 
being. It is the role of mar- 
kets to make use of dis- 
persed knowledge not 
available either to boards of 
directors or governments. 

This knowledge problem 
is often overlooked by 
so-called ethical economists. 
Moreover, while a simple 
profit maximisation model 
provides subsidiary perfor- 
mance indicators for decen- 
tralised managers within a 
corporation, this does not 
apply to the much vaguer 
stakeholder objectives. 

Mr Turner is more 
nuanoed on the second ques- 
tion: whether a company 
that tries to maximise Its 
long-term self-interest 
should identify that interest 
with shareholders or with a 
wider group. The book by 
Griffiths and Lucas 
endorses the profit motive, 
but argues that a business- 
man should also be con- 
cerned with customers, 
employees, suppliers and 
the wider community - and 
not merely as a means to 
long-term profitability. 

Mr Turner points out that 
there are not merely the 
German and Anglo Saxon 
forms of capitalism but very 


many more. Nevertheless, In 
the vast majority, the legal 
doty of a company is quite 
clearly and solely to share- 
holders. In some countries 
an important percentage of 
the economy is held by pri- 
vate companies whose 
shares are not traded in 
financial markets. Here 
ownership and control are 
wrmhirwri as in the German 
Mittefetand or medium-sized 
Italian companies. 

He clearly has a soil spot 
for companies where the 
whole problem of the rela- 
tionship between owners 
and managers is bypassed 
because the managers are 
effectively the owners. In 
the UK, he cites JOB, 
Europe’s biggest maker of 
construction equipment, 
which has flourished as a 
private unquoted company. 
Another example is Unipart, 
the car parts manufacturer, 
whose capital structure is 
dominated by manages: 
employee shares and a few 
large shareholders, thus giv- 
ing it some freedom from 
fh<» immediate pressures of 
the capita] market 

Mr Turner also wonders 
how it is that moderate 
advocates of the stakeholder 
approach, such as Mr John 
Kay, director of Oxford Uni- 
versity’s School of Manage- 
ment Studies, and advocates 
of RML can agree on spe- 
cific instances. The differ- 
ence is surely this. A stake- 
holder or communitarian 
would like social and ethical 
objectives pursued directly 
by corporations in addition 
to the search for pro fi t Mar- 
ket liberals prefer to provide 
for these objectives in the 
background conditions and 
rules within which profit is 
pursued. 

La many cases reasonable 
members of both schools 
might agree. But the market 
libera] will worry that the 
stakeholder arrogates to 
business leaders the role of 
shaping society for which 
they are ill-suited; and that 
they would serve us and 
themselves better if they 
stuck to limited aims. 




THE GREAT WAVE: Price Revolutions and the Rhythm of History 
By David Hackett Fischer 
Oxford University Press, 552pp, £25 

Knocked over by 
inflationary waves 


Inflation has 
>."• >;g been around 

since money 
■L' ' was invented, 

M ; --' ■ jam but it is not a 
constant fact 
of life. Based on meticu- 
lously assembled price 
records from ancient Meso- 
potamia to the modern day, 
this book argues that infla- 
tion occurs in historical 
waves or “price revolutions". 
These periods tend to end in 
crises, which in turn are fol- 
lowed by equilibrium. Pro- 
fessor David Hackett Fischer 
quotes Mark Twain: “History 
doesn't repeat itself - but it 
rhymes.” 

Prices have tended to rise 
throughout the present mil- 
lennium but most of the 
increases occurred in four 
bursts during the thirteenth, 
sixteenth, .eighteenth, and 
twentieth centuries. These 
inflationary periods had 
many common features. 
Wages often fell behind ris- 
ing prices, so living stan- 
dards of the majority fell. 
Interest rates and rents, in 
contrast, tended to keep up 
with inflation, maintaining 
and often increasing the real 
return on capital and land. 

Inflation creates winners 
and losers. In the past, the 
winners tended to be (richer) 
owners of capital and the 
losers, (poorer) labourers. 
For example, the proportion 
of wealth owned by the rich- 
est 10 per cent in a Turkish 
town grew from a third to a 
half during a long inflation- 
ary wave. A change of the 
same magnitude occurred In 
Massachusetts between 1770 
and 1826. 

None of the great inflation- 
ary waves saw all prices rise 
at the same rate. In the ear- 
lier waves, manufacturing 
prices rose more slowly than 
food and ftieZ, reflecting the 
relative ease with which 
industrial production could 
be increased compared with 
the limits on natural 
resources. 


The main difference 
between earlier inflationary 
periods and the modem era 
is in the scale of price rises: 
0.5 pa- cent a year in the 
first wave, 1 per cent in the 
second and 2 per cent in the 
third. These would barely be 
perceptible to tbe modern 
population. Indeed, during 
early inflationary waves It 
was only after many years 
that people could recognise 
increases in prices as being 
caused by anything other 
than natural volatility 
resulting from the size of the 
harvest 

How people cope with 
Inflation is a key theme of 
the book. Crime, illegiti- 
macy, alcohol and drug use 
are more common than in 
stable periods. But tbe short 
answer is that eventually 
people give up. Inflationary 
periods end with a big bang: 
epidemics, famine and war 
in the fourteenth century, 
the En glish civil war in the 
seventeenth and the French 
and American revolutions in 
the eighteenth. But stability 
eventually re-emerges from 
the chaos. 

Prices are the only eco- 
nomic data available for 
such a long time-span. But 
Prof Fischer at tunes makes 
a virtue of this necessity, 
coming close to blaming 
everything, from revolutions 
to the Renaissance, from epi- 
demics to the Enlighten- 
ment, on trends in prices. 

It is easy to agree that 
prices are both the cost of 
commodities in the market 
and an indicator of the 
changing value of money. 
But Prof Fischer would like 
to read much more from 
them about systems of pro- 
duction and even “broad his- 
torical movements". 

The famous comment by 
Mr Alan Blinder, a former 
Fed vice-chairman, that 
“inflation is always and 
everywhere primarily a mon- 
etary phenomenon" is, from 
the historical perspective of 


thte book, a simple tautol- 
ogy, not an explanation of 
rising prices. The sixteenth 
century inflationary wave 
has been blamed on an 
expansion of money supply 
following Spanish import of 
Latin American gold. This 
view is monetarist ortho- 
doxy. Along with spaceships 
dropping dollar bills on the 
street, it is a ready peda- 
gogic device far tbe quantity- 
theory of money. 

But according to Pror 
Fischer, this view is wrong. 
The price revolutions of the 
thirteenth, sixteenth and 
eighteenth centuries were a 
result of rapidly growing 
demand, not an Increase in 
the money supply. For exam- 
ple, tbe price rises in the six- 
teenth century began before 
significant quantities of gold 
were imputed. In the medi- 
eval inflation, there was a 
shortage oT money in circula- 
tion. Tnatearf of cash, people 
used portable Items of value, 
such as books, known as 
“mobilia". Mints debased the 
coinage, by adding more 
base metal to dwindling 
stocks of silver and gold. 

Prof Fischer’s preferred 
explanation for pre-twenti- 
eth century Inflation is mis- 
matches between supply and 
demand. Populations grew 
because people had more 
children, not because of lon- 
ger life expectancy. Since 
the area of agricultural land 
was fixed and there was no 
green revolution to increase 
productivity, demand out- 
stripped supply. Excess 
demand led to inflation. 

The conclusion Is optimis- 
tic. Prof Fischer argues that 
the fourth great inflationary 
wave is drawing to a close. 
So we can look forward to a 
new period of stability: a 
new Renaissance. 

The Great Wave is available 
firm FT Bookshop by ringing 
FreeCall 0500 500 635 (UK) or 
+44 IS1 3S4 5511 (outside the 
UK). Freep&p in UK 
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ORGANISATION 



ORGANISATION 

ANNOUNCEMENT FOR AN 



ANNOUNCEMENT FOR AN 

INVITATION TO TENDER 



INVITATION TO TENDER 

The Hellenic Tourism Organization (EOT) 



The Hellenic Tourism Organization (EOT) 

hereby invites for an international public 



hereby invites for an international public 

bidding competition (auction) with sealed 



bidding competition (auction) with sealed 

bids (without counter-bids) for construction 



bids (without counter-bids) for the tourist 

and longterm use and exploitation of a IS- 



development and loDgterm use and 

hole Golf Course in an area of 600 



exploitation of an area of 1,900 “streramata” 

“stremmata" (1 strerama = 1,000m 2 ) in the 



(1 stremma + 1,000 m a ) in the district of 

district of Epanomi, ThessalonkL 



Kyllini of Ilia. 

The bidding will be carried out at the offices 



The bidding will be carried out at the offices 

of the Directorate of Exploitation of the EOT, 



of the Directorate of Exploitation of the EOT, 

at 7 Voulis street, 6th Floor, Room No. 616, 



at 7 Voulis street, 6th Floor, Room No. 616, 

on Monday, 15.09.1997, from 10.00 to 12.00 



on Monday, 22.09.1997, from 10.00 to 12.00 

hours, before a Bidding Committee, set up for 



hours, before a Bidding Committee, set up for 

this purpose. 



this purpose. 

Interested parties can avail themselves of the 



Interested parties can avail themselves of the 

invitation text from 05.06,97 onwards from 



invitation text from 05.06.97 onwards from 

the EOT offices at 7 Voulis street, 6th Floor, 



the EOT offices at 7 Voulis street, 6th Root, 

Room No. 611, Athens from 11.00 to 14.00 



Room No. 611, Athens from 11.00 to 14.00 

hours, daily. 



hours, daily. 

The Secretary General 



The Secretary General 

Nikos Skoulas 

V * 



l Nikos Skoulas j 
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The Financial Times plans to publish the 1997 

Research & Development 

Scoreboard 

on Thursday, June 26 


For further information on this guide to R&D spending by 
UK companies, please contact: 

Bill Castle 

Tel: +44 171 873 3760 
Fax: +44 171 873 3062 

— or y°ur usual Financial Times representative 
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Number One Southwark Bridge, London SEl 9HL 

We are fero to encourage .tetters fcpm-ieadm_ara^ Letters mojr.be taxied to +44171-673 5938 (please set fax 

’ to ‘flue’)- email: letters.edxttnf5ft.com. Published letters are ctiBo xvaDabte on the FT web' idee, http:/ (www.FT.com 
’ Translation may be available for tetters written in the international languages. 
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Systems warranties and Emu are 
touched by millennium madness 


From Mr John Mmohood. 

Sir, It seems we are seeing 
the first signs of millennium 
madness. Realism and a will- 
ingness to work in detail are 
in short supply, as high- 
lighted by warranties of the 
kind we hear demanded 
(Letters, May 31 and 
(“Insurer sends suppliers a 
• s yste m s bomb' ul timatum ". 
May 28). 

Suppliers of computer 
systems quite rightly should 
refuse to sign up to such 
convoluted statements, espe- 
cially as many “mflleiiniuni 
compliant" systems will not 
be able to work beyond 2038. 
One simply cannot expect a 
system to be capable of rep- 
resenting any date imagin- 
able. Common sense tells ns 
that a system dealing with 
retail stock will not have to 
represent the same date 
ranges as a system holding 
life insurance policy infor- 
mation. 

Suppliers and purchasers 
of systems have to get down 
to detail Two systems may 
be warranted to work 
through and beyond 2000, 
but that does not guarantee 
they will be able to make 
sense of each other’s date-re- 
lated data. Suppliers must 
ensure warranties limi t their 
responsibility to the date 


From Mr David Sweet. 

Sir, Mr Michell (Letters, 
June 3) is right; a unilateral 
insistence by the UK on 
maintaining border controls 
within thB EU can only 
inconvenience its citizens 
while damag in g the imag e of 
the country. 

Evidence of this, and the 
response by other countries, 
is already available to any- 
one who travels by Eurostar 


From Mr Stefan KDmg. 

Sir, Re your article “Crisis 
proportions" (June 2), 100,000 
people have died in North 
Korea of famine and related 
diseases. It Is horribly cyni- 
cal to link international food 


ranges their systems will 
cope with and what formats 
for date data are supported, 
or they risk being held liable 
under an implied warranty 
of fitness for purpose. 

More than enough non- 
sense is being spread about 
the millennium, without 
writing it Into computer con- 
tracts. 

John Mawhood, 

(author, “Legal Guidelines 
on MiTimwfnm date change 
issues”) 
partner, 

Tarlo Lyons, solicitors, 

33 St. John's Lane, 

London EC1M 4DB, UK 

From Mr Chris Jenkins. 

Sir, Your editorial “Emu’s 
house of cards" (May 30) 
June 1) pointed out that 
despite the increasingly 
shaky economic grounding 
for monetary union the polit- 
ical imperatives will proba- 
bly override mere technical 
considerations. Elsewhere in 
that issue Alan Cane made 
the point, un contentious 
within the computer indus- 
try, that tbe mfltpnniiirn 
problem will undoubtedly 
cause economic instability to 
some degree (Weekend 
money: “Countdown to 
calamity?”). 


to Brussels. On leaving the 
train the queue to pass the 
passport police can last 20 
minutes or more, while 
across the tracks the passen- 
gers from France or the 
Netherlands arriving on 
Thalys trains can leave the 
platform at their own speed. 

I have never understood 
the “island" argument, since 
nowadays so many frontier 
crossings are by air, when 


aid to peace talks and 
improvements of human 
rights, as the first human 
right is the right to live. 

The argument that North 
Korea would first feed its 
soldiers is a legitimate crl~ 


Most of your readers will 
have personal experience of 
business plans laid low, and 
expectations unmet, as a 
result of the inability of 
information technologists to 
support the grand and ulti- 
mately impractical vision of 
business leaders. It is gener- 
ally acknowledged that com- 
puter systems throughout 
the European Union will be 
imperfectly prepared for 
either the great date change, 
or for the impact of Emu. 

For every one company 
which has prepared well, 
there will be one or more 
which has not 
Has anyone performed a 
serious risk analysis of the 
likely impact Of Tnfllpnninm 
computer systems failure on 
monetary union? And has it 
not occurred to any politi- 
cian yet that the sensible 
strategist would avoid tak- 
ing a risk which is wholly 
within his control until he 
has dealt with the one that 
is not? Emu is postponable. 
Why not postpone it until 
after the millennium damage 
has been assessed and 
cleaned up? 

Chris Jenkins, 

94 Elgin Mansions, 

Elgin Avenue, 

London W9 1JN.UK 


the presence or absence of a 
stretch of water makes no 
difference whatsoever. Pre- 
sumably the new govern- 
ment believes it has better 
reasons to continue this pol- 
icy than the need to appear 
Eurosceptic. We have not yet 
heard them: 

David Sweet, 

Knudnemlaan 25, 

B-1950 Belgium 


a population starve to death. 

Stefan Efoig, 

Voltastr. 1. 

90766 Ffirth, 

Germany 
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Kazakhstan 
progress 
must not be 
overlooked 

From Mr RJB. Matzke, 

Sir, In an article, “Kazakh- 
stan creaks under debt bur- 
den” (April 15), the Fi n a ncia l 
Tunes sought to educate its 
readers on seme aspects of 
the economy in the Republic 
of Kazakhstan. Chevron is 
supportive of your newspa- 
per’s interest and encour- 
ages these kinds of articles 
so that other western compa- 
nies learn, as Chevron 
has, about the bright eco- 
nomic future in this region 
of the world. 

However, some characteri- » 
sations In the article on 
recent govern- 

ment fuel purchases for tbe 
spring planting need clarifi- 
cation. Your article stated 
that “Oil companies Chevron 
and Mobil have been ordered 
to supply fuel . . . This is 
inaccurate. Chevron and 
Mobil are partners along 
with the Kazakhstan govern- 
ment and Lukoil in the Ten- 
gizchevrofl (TCO) joint ven- 
ture. TOO was asked by the 
government to sell fuel to 
different farming regions in 
Kazakhstan. 

The article also stated 
“ . . . Kazak government has 
apparently reverted to its 
old, centrally planned self. Z 
strongly disagree. 

Chevron Corporation has 
Identified Kazakhstan as a 
positive place to do business. 
We all recognise that new 
countries in central Asia 
have a tremendous challenge 
to move state-owned econo- 
mies into privatised, free 
market models. We con 
write about the problems 
and the hardships of that 
transition. 

However, let us not over 
look the outstanding prog- 
ress that Kazakhstan has 
made in that transitu® pro- 
cess. 

RJEL Matzke, 
president. 

Chevron Overseas 
Petroleum, 

6001 Bollinger Canyon 
Road, 

San Ramon, CA 94583, 

US 


UK ‘island’ argument a nonsense 


Starved of an excuse to provide food aid 

tique, but a bad excuse to let 
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Better in 
than out 


The inclusion of Communists in 
the new French cabinet is not 
such bod news as it sounds. Mr 
Lionel Jospin had either to 
bring them in or to negotiate 
terms on which they would sup- 
port him from outside - a for- 
mula which has not proved too 
comfortable far his Italian coun- 
terpart. Mr Romano Prodi. 

Mr Jospin does not appear to 
have given any new policy com- 
mitments to get the Commu- 
nists in. Nor will their voices in 
cabinet be a determining influ- 
ence on general policy. But 
their party, having joined the 
government, is condemned to 
try and make a success of it. It 
will have to phrase any criti- 
cisms in a constructive, more- 
in-sorrow-tban-in-anger style. 

Of course, with a Communist 
transport minister Mr Jospin is 
unlikely to privatise the French 
railways (SNCF). But the fact is 
that his own party was never 
going to do this anyway. On the 
other hand the minister, Mr 
Jean-Claude Gayssot, will have 
a strong interest in proving that 
the SNCF can provide an effi- 
cient and competitive service 
within the public sector. If he 
concludes (as he well might) 
that this requires lay-ails and 
new working practices, he is 
uniquely qualified, as a farmer 
railwayman and official of the 
Communist-controlled CGT 
trade union, to push them 
through without major strikes. 

In fact the Communist party 


in France has always had a dual 
role. In opposition, it acts as 
spokesman for the victims of 
economic change. In govern- 
ment it imposes discipline on 
the labour movement and deliv 
ers working-class acceptance of 
unpleasant economic realities. 
“One must know how to end a 
strike,” declared its leader Mau 
rice Thorez in 1938. 

There may be a broader point 
here. Rightwing French govern- 
ments which a tt em pt economic 
reform provoke fierce and wide- 
spread popular resistance, as Mr 
Alain Juppe could testify. Left- 
wing governments, by contrast, 
can sometimes win grudging 
acceptance for necessary 
reforms. It was under Francois 
Mitterrand that France kicked 
its inflation habit and adapted 
to the European single market. 

Mr Jospin and his team arrive 
in power burdened with much 
leftwing rhetoric but sensibly 
few hard-edged commitments. 
Their rashest nampnig n prom- 
ise, to create 700,000 new jobs, 
cannot be honoured directly by 
the state. But it could be sur- 
passed by private employers if 
the state made job creation less 
risky and less costly. 

Such policies are known in 
France as “ultra-liberal" and, 
when attempted by a rightwing 
government are liable to pro- 
voke a general strike. But a 
Socialist government with the 
Co mmunis ts on board, might 
just get away with them. 


Mexico’s plan 


The Mexican government's 
three-year economic plan, 
announced this week, is said to 
be aimed at avoiding the eco- 
nomic crises that befall the 
country around the end of every 
six-year presidential term. 
Would it were that easy. 

Alter a disastrous start to his 
terra of office. President Ernesto 
Zedillo and Mr Guillermo Ortiz, 
the finance minister, indeed 
appear to have the economy 
ticking over nicely in time for 
next month's important con- 
gressional and gubernatorial 
elections. 

Although many Mexicans 
have yet to recover from the 
deep recession of 1995. whim the 
economy shrank by more than 6 
per cent, growth exceeded 5 per 
cent last year and will do better 
in 1997. 

According to the new fore- 
casts, growth should rise to 5.6 
per cent In 2000 as inflation bills 
from 34 per cent last year to 7.5 
per cent. Growth would be 
driven by exports and invest- 
ment. while consumption recov- 
ers only gradually. Meanwhile, 
the current account deficit - 
which expanded to 8 per cent of 
gross domestic product and 
helped trigger the disastrous 
1994 devaluation - should hit a 
maximum of 3.2 per cent of GDP 
by 2000. 

In a country where economic 
policy has been short term in 
orientation, the government is 
right to try to put policy into a 


medium-term context. Its 
pm phflKiw on the development of 
private savings in order to 
reduce dependence on foreign 
capital cannot be faulted either. 

However, publication of a pro- 
gramme does not guarantee sta- 
bility. Given Mexicans' propen- 
sity to import, a significant rise 
in consumer spending would 
bring renewed concerns about 
the current account deficit. 
Baziks will have to be watched 
closely to avoid another disas- 
trous consumer lending boom, 
such as that which preceded the 
1994-95 crisis. 

There are also questions 
about whether internal savings 
can grow as rapidly as the gov- 
ernment says. A shortfall in 
savings would call into question 
the government's investment 
and current account forecasts. 

Raising savings in the short 
term will depend on companies, 
since individuals are rebuilding 
their financial positions and the 
new private pensions pro- 
gramme will take time to have 
an effect Tax changes may be 
needed to encourage this. 

Moreover, the structures of 
Mexico's labour, housing and 
health markets discourage sav- 
ing. On these issues and other 
areas of the microeconomy 
where reform is needed, the 
government has been moving 
too slowly to be certain that 
Mexico’s balance of payments 
crises are indeed a thing of the 
past 


Trade task 


By putting the competitiveness 
of Britain's industry at the top 
of her agenda, Mrs Margaret 
Beckett has got off to a good 
start at the UK's Department of 
Trade and Industry. 

The word itself has a mixed 
pedigree: it can bo used to jus- 
tify- state interventionism or the 
pursuit of national champions. 
Hut the way Mrs Beckett inter- 
pret i*d it in her first policy 
spuech yesterday - an emphasis 
on economic stability, flexible 
labour markets and govern- 
ment-business partnerships - 
gives no cause fur alarm. 

it may be objected that the 
working parties which Mrs 
Beckett is launching, together 
with a competitiveness summit 
next month, amount to little 
mure than glorified talking 
shops. But talking about com- 
petitiveness is much better than 
not talking about it. Economic 
efficiency needs a champion in 
Whitehall - and the DTI is best- 
placed to fulfil that role. 

Many business people righoy 
remain suspicious about the 
planned minimum wage, if set 
loo high, it could raise costs and 
reduce competitiveness. But 
Labour has gone some W to 
reassuring employers by giving 
policy responsibility to the 
industry-minded DTI instead of 
the education and employment 
department. Companies should 
draw comfort from Mrs Beck- 
ett's pledge that the minimum 
wage and the UK* commit- 
ments under the EU social chap- 
ter will he Judged by their 


impact on competitiveness. 

In competition policy. Mrs 
Beckett promised to press ahead 
with reforms most of industry 
has long demanded - a simplifi- 
cation of procedures and the 
introduction of clear EU-style 
definitions of acceptable and 
unacceptable behaviour. The 
idea of forcing companies plan- 
ning mergers to prove that their 
actions benefit the public inter- 
est has been dropped, 

Mrs Beckett failed to address 
a number of Important issues, 
however. For example, the 
spread of grants to ratice 
inward investment, which is 
reaching worrying proportions. 
It would be ironic if the long 
drive to cut subsidies to domes- 
tic industry were compromised 
by handouts to overseas compa- 
nies. 

More broadly. Mrs Beckett 
does not act alone. At home, her 
good intentions could be under- 
mined by the actions of other 
departments. For example, busi- 
ness is justifiably hostile to the 
promised windfall tax. The very 
idea of a retrospective tax sticks 
in the throat 

In Europe, the task is if any- 
thing more demanding: to 
defend liberal trade, flexible 
labour markets and unsubsi- 
dised competition. The recent 
rows over anti-dumping duties 
on imported textiles and the 
proposed exclusion from compe- 
tition rules of important sectors 
of European industry demon- 
strate the challenge. Mrs Beck- 
ett now has to meet it. 


COMMENT & ANALYSIS 


Trappings of democracy 

Algeria’s army-backed government hopes elections will legitimise its rule and isolate hardline 
Islamists but they could also give the opposition an opportunity, says Roula Khalaf 


T he streets of Algiers 
have been decorated 
with fairy lights for 
today’s legislative 
elections. The signs of 
celebration sit awkwardly with 
the scarred bomb sites that have 
resulted from a spate of explo- 
sions around the Algerian capital 
during the last days of the cam- 
paign. But the twinkling decora- 
tions reflect the victorious mood 
of the army-backed government. 

Today's elections are the most 
important step in the govern- 
ment's strategy of burying the 
failed democratic ex per im ent of 
199L Shortly after the December 
legislative elections of that year 
the army annulled the expected 
victory of the Islamic Salvation 
Front, which it bad feared would 
establish an Islamic state. 

Algeria's governing Pouooir - 
now made up of the presidency 
and powerful army generals - 
abandoned half-hearted attempts 
to negotiate with the FIS. Since 
1992 it has relentlessly repressed 
Islamists who took up arms 
against it and has sought to 
demonise the FIS. The cost has 
been an estimated 60.000 lives, 

many of thorn civilians. 

The poll will not provide a 
solution to the years of violence 
that have followed the 1991 army 
intervention, many observers 
argue. But, if fairly elected, 
Algeria’s first feeble pariianwit 
could be a timid step towards a 
more open and accountable polit- 
ical system. 

Many wonder whether the Pan- 
voir, which is riven by factional 
rivalries, really has an i nteres t in 
fair elections or in using thorn as 
the basis for a more representa- 
tive s ystem. 

“The Pouooir is divorced from 
the people," says Mr Said Saadi, 
leader of the anti-Islamist Rally 
for Culture and Democracy. “It 
always aims for permanent hege- 
mony. But we are living in very 
unstable times and rigging this 
election will simply aggravate 
the divorce." 

The election will be closely 
watched in western capitals, 
especially in Europe which has 
been accused of turning a blind 
eye to Algeria’s human rights 
abuses. The main concern for 
Europe, France in particular, has 
been that an Islamist takeover 
might lead to a flood of refugees 
seeking sanctuary in the west 
Algeria is also a main gas sup- 
plier to Europe, and has one of 
the last remaining under- 
exploited oil and pis resources in 
the region. In spite of the vio- 
lence, foreign companies in 
recent years have stepped up 
investments in the remote but 
heavily guarded hydrocarbons- 
rich southern desert. British 
Petroleum is developing new gas 
fields as part of a $&5bn (£2.1bn) 
contract signed last year. 

About 100 United Nations 
observers are monitoring the 
elections. If the poll is deemed 
reasonably fair, it will help the 
Algerian g o ver nm ent in its bid to 
sign a partnership agreement 
with the European Union, negoti- 
ations for which are under way. 
Diplomats say western govern- 
ments would probably do mare 
business with Algeria if the coun- 
try could improve its image. 

The poll is the culmination of 
several years during which the 
Pouooir has sought to consolidate 
and legitimise its power. It has 
instituted a system which allows 
a return to the ballot box. with- 
out the FIS and under strict rules 
that do not threaten tl» regime's 
survival. 



Poster power: 39 parties are participating in today’s poll, but the Islami c FIS party is banned 


Mr t .faming Zeroual, the farmer 
army general, was elected presi- 
dent in 1995. Amendments to the 
constitution last year reduced the 
power of the lower chamber - by 
introducing a counterbalancing, 
partly unelected Senate - and 
stipulated that Islamist parties 
could not exploit religion to far- 
ther their appeal 

About l&8m voters wifi today 
choose lists of candidates from 39 
parties, although only those that 
win more than 5 per cent of the 
vote will gain seats in the 380- 
member chamber. A newly cre- 
ated “presidential" party, the 
National Democratic Rally, is 
expected to emerge as a domi- 
nant force. The administration 
has put its fall weight behind the 
party’s campaign, drawing 
numerous accusations of pre-elec- 
tion ri g ging . 

But the presidential party is 
closely competing with the Move- 
ment for a Peaceful Society, the 
party formerly known as Hamas 
and one of two moderate Islamist 
parties contesting the elections. 
This is the only party with a 
strong link to society on a 
national level, than ire to an affili- 
ated charitable organisation. The 
Movement is dismissed by the 
FIS - which is barred from the 
elections - as a government 
stooge. But it shares the same 
basic ideology as its outlawed 


counterpart and has caught the 
interest of many Algerians, 
including former FIS voters. The 
secular opposition is represented 
by several parties, the largest 
two being the Berber-based 
Socialist Forces Front and the 
Rally for Culture and Democracy. 

The strategy of the Pouooir has 
succeeded in pushing back, the 
threat of an Islamist takeover. 
But it has failed to provide either 
security - as this week's bomb 
blasts demonstrated - or eco- 
nomic prosperity. 

V iolence against the 
regime has receded, 
but attacks on civil- 
ians continue. Most of 
this is blamed on the 
armed Islamic groups known as 
GIA, which splintered off from 
the FIS before shattering into 
several shadowy organisations. 
Civilian self-defence militias 
armed by the government have 
also become widespread. They 
are accused by human rights 
organisations of drawing the pop- 
ulation deeper into the conflict 
and exacerbating the state of law- 
lessness. 

The FIS has its own military 
wing. Less visible than a few 
years ago. it is believed to target 
security forces rather than civil- 
ians. The FIS accuses the govern- 
ment of mani p nlating the armed 


groups to justify its own mDitaxy 
dampdown. 

Economically, the government 
feels more secure than in recent 
years. Thanks to high oil prices, 
which make up more than 95 per 
cent of foreign exchange reve- 
nues, it has accumulated more 
than $5Abn in foreign exchange 
reserves after being on the brink 
of default in 1993. The govern- 
ment has ruled out the need for 
another debt rescheduling in 
1998, hut It wUl need to begin’ 
servicing its $32bn debt next 
year. 

The social picture is more 
bleak. Reforms begun in 1994 to 
revamp the socialist-style econ- 
omy will lead to as many as 
300,000 job losses over the next 
few years. Unemployment is 
already above 28 per cent, and 
social tensions are compounded 
by a severe housing crisis and a 
deterioration in purchasing 
power. Successful reform of the 
state sector depends on mobili- 
sing private investment, but this 
requires a return to stability. 

"In the short term, the govern- 
ment has evaded the threat of 
power being taken over by farce," 
says a senior western diplomat in 
Algiers. "But in the long term, 
without a real political and eco- 
nomic opening, what you have is 
massive unemployment, hopeless 
youth, a non-performing econ- 


• O B S E R V E R 


Oskar fluffs 
his lines 

■ With the cadre left on the 
march in western Europe and 
Germ an y's centre-right 
government in disarray, 
mercurial Social Democratic 


should really have tone better 
when ha ltad embattled finance 
min&er Tbeo Waigel in his 


benches. Thera was patxtemmri- 

rrm amrt many government MFs 

stormed out, while the rest 
subjected the opposition leader 
to vigorous heckling. Waigel 
must have a guardian angel 


Cat’s whiskers 

■ What’s in a name? A great 
deal if youTe Lfly Yam, the head 


debate. Many of WalgeTs 


too pleased with Mm over his 
plans to revalue the 
Bundesbank's goB. and the 
latest polls show most Germans 
think b* should quit 
It didn't hf4p that the speaker 
of the house made Lafontatoe. 

who is not a Bundestag member, 
preface his attack «n Waigel 
with an apology. Lafontafaebad 
used same m^prfemanlary 


C ommissio n Against Corruption. 
The Basic Law, China’s 
con stituti on for post-colonial 
Hong Kong, mentions a 
Commission Against Corruption 
- m the body Is now known in 
Chinese - but “Tiger Lil", the 
tough head of the ter rit o ry’s 
gi aft b u sters, wants the word 
Independent to stay. 

Her robust stance and 
r wmhKng a of concern from the 


recent demonstrations. Ifls 
insults tmn&tt BteraBy » 
“botUe” and "whistle-, which in 
German apparent ly jtpproxfc aie 
to "dead loss” and “kfict". AD 
too much for the Bundestag. 

LafontaSne made matters 
TOraebyapoto gWn gogflyto 
those who backed tin nriaers 
and bufidecs -• namely Ms cm 
supporters - rekin dl ingtrfori 
forties ob tine gomuiuent 


Tung Chee-hwa, the territory's 
leader in waiting, to take a 
flexible stance. Yesterday be 

flfgn fl lp d tho ramp 

stay, and underlined his 
commitment to the battle 
against graft. Purring could be 
beard from the ICAC 
headquarters. 


Disguise the limit 

■ Shad Barak, the new leader of 
Israel's opposition. Labour party. 


When a Sabeoa jet was bracked 


to Tel Aviv in 1972, Barak was 
one of the elite commandos 
disguised as maintenance men . 
who stormed the plane and freed 
the hostages. Israel’s hardline 

p r - W rw> m fo jytoi- Rw jawiin ~ -- . 

Netanyahu also took part'in that 
operation. The following year r 
Barak rffmiwd women’s ctatreng 
and a wig for a dazing raid into • 
Beirut. As army chief of staff in 
1801, he dressed up as an Arab 
labourer to get a cloae look at 

tha P jalnstinian tho 

Uprising against Israel. 

Piano-playing Barak - who 
admits to being moved to tears . 
to the cfaema and cince aspired - 
to he a painter - has vowed to . 
oust his telegenic former 
comrade. Political pundits say 
the single-minded former . 
soldkris strategy to capture the 
political centre is to mask peace 
policies with tough talk - in 
short, that he’s In disguise as 
none other than Netanyahu. . 


Bronze age 

■ V b^tmfr Tly Wi Tj»nln k barlr | 
ghnnlrfar fa> ghftwlrto r n rffh hfa 

Bulgarian acolyte Geargi 
Dmitrov and that philosophical 
beacon of socialism Friedrich 

R ngftfa He's the latest addition 
to a Hungarian park where, for 
less than people can wander 
amid statues of communist 
luminaries and other 

g taKntet ^ira mpm ar ahilfa 

Most statues in the park are of 


long-dead Hungarians - 
Budapest wasn't much g i ve n to 


however distin girieTTg/T TW 

Lenin stood pointing the way to 
a socialist realist future outside 
the capital’s Csepel Steel Works 
until one night in 1969. Fearing 
the worst in thestatufrsmashing 
upheavals after the Iran Curtain 
fell, steelworkers took the statue 
into protective custody in a 
cellar . then forgot about it. 

Rediscovered and given a hit 

of a facelift, the 2.6 metre bronze 

crusader was yesterday yanked . 
to his feet by a crane in the 
- pantheon of working cfagg 
stragglers on the south side of 
Budapest Park boss Akos Rethly 
says he hopes toe new arrival 
wffl boost trade. Running this 
socialist 'museum is a pure 
capitalist business. 


Judicial leanings. 

■ France's scandal-ridden 
political parties an say the 
country's judicial system is 
politically biased and they want 
ft to be independent Now, days 
after the cenfre-left election 
victory, three right-wing 
politirians have been placed 
under investigation cm filial 
party financing charges. So did 
the left helpaccelerate the rev*** 
or did the right delay inquiries 
until after the poHs? Or are the 


omy, political bitterness and a 
climate of violence. Put these 
things together and it will even- 
tually lead to explosion." 

The Algerian government 
argues that today’s elections, by 
replacing the cancelled 1991 poll, 
wifi remove the justification for 
violence. “The objective for us is 
that decision-making should not 
be nmWpri to a single group of 
people,” says Mr Abdelkader Ben- 
s*iah, secretary-general of the 
pro-government National Demo- 
cratic Rally. “Enlarging the base 
of the decision-making to all the 
Ig g ft l parties will reduce the need 
for violence.” 

But given the parliament's lim- 
ited powers and the fact that 
those who are fighting are either 
not represented or reject the 
notion of a democratic choice, 
several opposition parties are not 
convinced by the Potwoir's argu- 
ment. 

“The government only thinks 
with the Kalashnikov," says Mr 
Ahmed Dene, a member of the 
executive bureau of the Is la m ist 
Movement for a Peaceful Society. 
“Democracy means dialogue and 
conviction. Violence will not end 
with the elections; it will end 
gradually wtiH when tiw sources 
and reasons for it stop,” he says. 
“One of the requirements is the 
return of the army to the bar- 
racks." 

For the Socialist Forces Front, 
the secular party which has stood 
by the FIS and is expected to win 
some of the outlawed party’s vote 
today, the parliament will give 
deputies an immunity to criticise 
and mobilise the population. “We 
wifi not be able to block any- 
thing, but we can make trouble," 
says Mr All Rachedi, one of the 
party’s leaders. “The test will 
came it for example, our depu- 
ties can a peaceful demonstra- 
tion. Will they be thrown in jail 
or allowed to hold it? And will 
they refuse us access to televi- 
sion?” * 

Mr Rachedi hopes that Mr Zer- 
oual will lift the state of emer- 
gency after the election and 
release political prisoners, includ- 
ing some FIS leaders. The gov- 
ernment ha* pronounced the FIS 
dead. But on the streets of 
Algiers, resentment towards the 
authorities is such that the FIS is 
often fondly remembered as the 
only party that understood 
people's social concerns. 

“If the government releases 
some FIS leaders, the FIS wifi 
call "for a truce and' a dynamic 
will be launched,” says Mr 
Rachedi. “The FIS can play a role 
in pacifying some of the armed 

groups." 

According to Mr Mouloud Hazn- 
rouebe, the former prime minis- 
ter, the responsibility for turning 
today's vote into a long-term 
opportunity rests with opposition 
parties. Traditionally weak and 
easily manipulated, they will 
now have to fight to wrest fur- 
ther concessions, be says. “The 
Pouooir may not have seen all 
the implications of its policy- It 
cannot always manipulate public 
opinion. It will have to cede 
something." he argues. 

Those se ekin g a more represen- 
tative democracy have a choice. 
They can “remain a naive primi- 
tive opposition, emphasising only 
their own identity," says Mr 
Hamrouche. Or they can “infil- 
trate the system from within, 
question the issues and highlight 
them before public opinion”. 

Either way “the opposition will 
have a huge role to play", he 
Bays. “They could kill democracy 
or force it into existence." 


100 years ago 

The Canadian Mail Service 
The British public is always ; 
loth to deprecate any scheme 
having fear its object the 
w t n w n g t h gnlng rtf the bonds 
that bind the Mother Country 
n»d her rffaiant children. It is ■ 
therefore very surprising that 
arrangements in connection 
with the Canadian mail 
service appear to be both, 
inexplicable and unsatis- 
factory. The desire of the 
Dominion Government of 
securing a more speedy mail 
service could obviously be 
attained in one way only, by 
fit® granting of a substantial 
subsidy, and a grant of some 
filSOjOOO par annum was 
offered for a 20 knot service. 
The Orient line thoug ht tho 
matter over, but concluded 
that the offer was not good 
axmBb. Eventually tenders 
were invited, no subsidy 
being mentioned, and that 
submitted by Messrs J. and A. 
Allen of Glasgow, stipulating 
for a grant of £225^XX) per 
annmn, was accepted. 

50 years ago 

Trade With Soviet Russia 
Everybody in his senses 
would welcome an expansion 
of British trade with Soviet 
Russia, not only because we 


independent? Inquiries continue. 


market s, bnt also because it is 
generally assumed that 
increased trade would make : 
for friendlier political 
relations. 
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China to pay $4.3bn 
for Ka z akh oil stake 


UK calls 
for more 


By Tony Walker in Beijing 
and Robert Conzine In London 


China’s national oil company 
is to invest $4.3bn over 20 
years to secure a 60 per cent 
stake in Kazakhstan’s state- 
owned Aktyubinsk oil com- 
pany. 

The deal. China's biggest 
investment abroad by far, is 
aime d at securing long-term 
supplies to balance China’s 
growing shortfall, and reflects 
mounting concern over the 
country's rising fuel import 
bin. 

China National Petroleum 
Corporation also plans to 
spend an additional $3L5bn on 
a 3,000km pipeline Uniting 
western Kazakhstan, site of 
Aktyubinsk’s oilfields, with 
China’s Xinjiang region. 

Separately, China is also 
reported to have reached 
agreement with Iraq on the 
$lw2bn development of the 
Ahdad field once United 
Nations sanctums against the 
Baghdad government are 
lifted. 

CNPC beat Texaco and 
Amoco of tVi«» US «nd Yuzhny 
Most of Russia to secure the 


deal with Kazakhstan’s privati- 
sation commission. 

The Kazakh government is 
to receive a payment of $325m. 
Of the remaining t4bn to he 
spent on development. $585m 
will he invested between 1996 
and 2003. 

China produces about 3m 
barrels of oil a day, but 
imparts 400,000 b/d, about 15 
per cent of its needs. Unless 
substantial new deposits are 
found. Imports are set to rise 
fivefold by 2010. 

China’s stake in the Kazakh- 
stan oilfield is one of several 
recent investments abroad to 
secure production of 2Qm-30m 
tonnes by 2000. This roughly 
corresponds with the expected 
shortfall 

Chinese companies are 
exploring in Peru and the 
Sudan, and CNPC recently 
signed an $118m agreement to 
operate Venezuela’s Znter- 
campo field. 

A western official in Beijing 
who monitors the oil sector 
described as “typical" China's 
attempt to secure long-term 
hydro-carbon supplies. 

The move follows a famTlter 
pattern. China has also 


invested in Australian iron ore 
fields to guarantee supplies. 

Aktyubinsk has estimated 
reserves of 483m tonnes and 
produces 2.6m tonnes annu- 
ally. 

China has long looked to 
closer co-operation with neigh- 
bouring central Asian states in 
oil and gas production to help 
fUel its rapid growth. 

China’s economy has been 
expanding at about 10 per cent 
annually, but oil production, 
which reached 156m tonnes 
last year, has been relatively 
static and has required heavy 
Investment In mature fields in 
the east of tbs country. 

Efforts to find oil offshore 
and in China’s far west have 
been disappointing. This has 
increased pressure on CNPC to 
secure alternative supplies. 

The pipeline proposal was 
thought to have been an 
important factor in swaying 
the decision in China’s favour. 
Kazakhstan, along with the 
other energy-rich former 
Soviet republics in Central 
Asia and around the Caspian 
Sea, wants to reduce its depen- 
dency on export routes 

through ftnyria 


labour 
flexibility 
in Europe 


By Robert Poston and David 
Wighton in London and Lionel 
Barber bi Brussels 


American 


Airlines 


Continued from Page 1 


“will likely need to have slots 
transferred to them” from BA 
and American. Mr Crandall 
said far more carriers would 
be able to use Heathrow if the 
US and UK negotiate an “open 
skies” agreement to replace 
the current arrangement 
under which American and 
United are the only two US 
carriers serving the UK hub. 

The US government has 
linked its approval of the BA j 
AA alliance to the conclusion 
of an "open skies’’ accord. 
Both men later gave evidence 
to the senate subcommittee on 
aviation. Mr Crandall said the 
GAO report “supports our 
views in almost every respect". 
Asked If it implied some sacri- 
fice of slots by the alliance, he 
replied: "It most explicitly says 
that is not necessary.” 


Japanese brokers 
probed in wake of 
Nomura scandal 


By WiEQam Dawkins in Tokyo 


Waigel slated 


Continued from Page 1 


subjected to withering opposi- 
tion scorn. Mr Joschka 
Fischer, leader of the Greens 
in parliament, told Mr Waigel 
he deserved “the gold medal 
for creative accounting” 
through his bid to use a reval- 
uation of the Bundesbank gold 
reserves to bring Germany's 
public deficit this year below 
the 3 per cent of gross domes- 
tic product needed for Emu. 

He said of Mr Kohl: “An ele- 
phant herd in a china shop 
would have done less damage 
than you." 


Japan’s securities watchdog 
revealed yesterday that crimi- 
nal investigators were inspect- 
ing three of the country’s larg- 
est stockbroking firms 
following Nomura’s allegedly 
mictt dealings with gangsters . 

Officials of the Securities 
and Exchange' Surveillance 
Commission stressed that they 
had found no Illegal trans- 
actions at the three brokers - 
Daiwa, Nikko and Yamal chi 
Securities. “We just Intended 
to find out the real nature of 
transactions,’' said an official. 

The SESC’s inquiries will 
intensify speculation about a 
further widening of the scan- 
dal surrounding pay-offs by 
Nomura to Kojin Building, a 
property dealer linked to a 
well-known gangster. 

A similar Investigation at 
Nomura seven yean ago led to 
penalties at all four big 
brokers, plus a change in the 
law, in what has proved a 
fruitless attempt to stamp out 
payments to gangsters. It also 
ended with the resignation of 
t he then minister, Mir 

Ryu taro Hashimoto, who is 
now prime minister. 

The fresh Inquiries demon- 
strate the government's eager- 
ness to purge financial institu- 
tions of corruption aa it 
pursues deregulation to lift 
Tokyo’s capital markets to the 
size and sophistication of Lon- 


don or New York by 200L Mr 
Hashimoto is said to be furi- 
ous at the re-emergence of 
financial corruption. 

Nomura admitted wrong- 
doing in March. As a result Mr 
Hldeo Sakamaki, its former 
president, resigned along with 
15 hoard members. 

Two other executives, who 
were arrested last month, 
were yesterday charged with 
contravening securities laws 
by making a payment of 
$422^)00 to a gangster after he 
threatened to disrupt a stock- 
holders’ meeting if he wasn't 
compensated for trading 
losses. A third was released 
without charge. 

Mr Sakamaki himself was 
hauled in by police last 
Friday, and has been under 
int er rogation since. 

Investigators moved into 
Daiwa in March and went an 
to Nikko and Yamaichi the 
following month, said SESC 

nffiriak. 

The scandal has already 
embraced Dai-Ichi Kangyo 
Bank. Its two most senior 
executives resigned last week 
after admitting to question- 
able loans to Kojin Building. 

Kojin's president and his 
brother are also under arrest 
on suspicion of contravening 
securities laws. They are 
believed to have given under- 
takings not to disrupt animal 
shareholders' meetings in 
return for the payments. 


The UK government yesterday 
launched a programme to 
increase labour market flexi- 
bility throughout the Euro- 
pean Union and said it would 
block a proposed new employ- 
ment chapter in the EU's 
treaty if it threatened jobs. 

Mr Gordon Brown, finance 
minister, has written to all EU 
finuTirp ministers setting out a 
three-point initiative called 
“Getting Europe to Work” for 
European job creation, which 
will be the UK’s main prio ri ty 
when it takes up the EU presi- 
dency next year. The govern- 
ment has made the promotion 
of labour market flexibility 
throughout the EU a condition 
of any eventual decision for 
sterling to join Emu. 

Meanwhile, Mir Tony Blair, 
prime minister, says today in 
the Swedish newspaper Dag- 
ens Nyhetar that his support 
for an added employment 
chapter to the EU treaty is 
conditional. “The risk that the 
employment chapter might 
backfire, putting in jeopardy 
more jobs than it creates, is 
not one that I am p repared to 
take," be says. 

Mr Brown is urging his EU 
colleagues that any new social 
or employment initiatives 
should only be adopted if they 
meet the tests of boosting pro- 
ductivity, creating job opportu- 
nities and promoting labour 
market flexibility. He will put 
flesh on these ideas at an Eco- 
fin meeting of European 

finance minis ters cm Monday. 

He proposed a taskforce far 
gman business to "cut bureau- 
cracy and reduce costs on 
cross-border trade, explain 
how to raise loan or equity 
finance in other EU states and 
provide training arid informa- 
tion on the business opportuni- 
ties of the single market”. 

He also proposed “concrete 
progress on completing the 
single market including 
removing remaining barriers 
to investment, opening up gov- 
ernment making 

competition policy more 
streamlined and reducing 
bureaucracy”. 

Mr Brown’s initiative was 
welcomed in Brussels yester- 
day as a timely and construc- 
tive contribution to tackling 
Europe’s unemployment crisis. 

One European Commission 
official said: “Bcafin meetings 
are too often beauty contests 
where countries vie to be the 
toughest on deficits. They 
don’t talk enough about 
employment. Brown could 
change that.” 


Single market action plan. 
Page 3; Germany’s troubles 
are gold for Blair, Page 9; Edi- 
torial Comment and Observer, 
Page 15 


FT WEATHER GUIDE 


Europe today 


France will be cloudy with rain and 
thunder storms as a low pressure 
system moves across the country. 
Heavy rain is expected In the 
western Alps. Spain wUl have 
sunny periods, but a frontal 
system will move into Portugal, 
bringing rain. Cloud will spread 
across England, followed by rain. 
Sunny conditions wffl prevail fri 
Germany and Scandinavia. 

Isolated thundery showers will 
develop over Poland, Romania 
and central Turkey. The Balkans 
wfll be cloudy with sunny periods. 
Sunshine wfll give way to 
afternoon thunder showers in Italy 
and Tunisia. 




Five-day f or ecast 

Western Europe win continue 
unsettled with rain or thundery 
showers. Central Europe will have 
thunderstorms on Friday, but a 
dry weekend will follow. 
Thunderstorms wiH develop over 
south-eastern Europe. High 
pressure will produce sunny 
conditions In northern Russia. 
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THE LEX COLUMN 


Turbulent fighter 


Shnnlri investors care whether the 

£40bn (SSSbn) Eurofightar receives a 
speedy go-ahead, is delayed or is 
cancelled? Some think not The 
seductive logic runs as follows. 
Assume Germany’s difficulties in 
meeting the criteria for monetary 
union p re vent it stumping up cash 
to take the Eurofighto; into produc- 
tion. Never mind. The partners 
(Britain, Germany, Italy and Spain) 
wfll still need new fighters. True, 
these will be US designs; but they 
will still be made in Europe by the 
same suppliers involved in the 
Eurofighter, including British Aero- 
space «rtri Daimler-Benz Aerospace. 
In fact, the US may be so delighted 
that rivals have been turned Into 
satr ap s that they will shunt other 
business their way. 

Such logic is valid as far as it 
goes. What it ignores is that the 
European groups’ technological 
knowhow would gradually erode, 
damaging their long-run value. 
More immediately, they would lose 
the capacity to sell fighters into 
export markets. Delaying the Birro- 
fighter would not be quite as dam- 
aging, because the companies' long- 
run strategic position would be pre- 
served. But it would still damage 
exports, g i ven that the window of 
opportunity for selling this product 
Is wmaTL M o reover, a lack of exports 
would savage the project's profit- 
ability because margins on defence 
exports are generally much higher 
than on sales to partner govern- 
ments. 

Fortunately, neither cancellation 
nor delay looks particularly likely. 
Yesterday's mood music from Bonn 
was encouraging. There are proba- 
bly budgetary wheezes that could 
be used to circumvent the 
cantraints of monetary union- But 
investors should not bank on the 
project’s receiving swift approval. 
Nor should they kid themselves 
that its failure to do so would not 

matter . 












The Campaign 55 promotion was, in 
any case, largely marketing flum- 
mery since customers qualified for 
a cheap burger only if they bought 
fries and a soft drink at fun prices. 
The real discount amounted to 
barely 5 per cent That was not 
enough to boost revenues - under- 
lying t u rnover in May appears to 
have Mien 5 per cent - but suffi- 
cient to damage margins and annoy 
franchisees who run 85 per cent of 
the group’s 12,000 US restaurants. 

Luckily, there is another 
McDonald's. The international 
operations, which account for SO per 
cent of operating profits, are still 
expanding strongly. More than 100 
countries are already blessed with a 
McDonald’s. The management 
expects to open around 2,600 new 
units In 1997, three-quarters of them 
outside the US. 

Even so, forecast earnings growth 
of just over 10 per cent this year 
and next sits uneasily with a 1997 
price/earnings ratio of nearly 20 
times. Until McDonald’s solves its 
domestic problem, the shares will 
continue to look unappetising. 


the spate of emerging market bond 
issues. 

Stm, the Thai and Czech experi- 
ences do hold some lessons. Both 
countries, like Mexico before them, 
exhibited high current account defi- 
cits, rigid exchange rate regimes 
and tardy policy responses. The key 
issue, though, is not so much defi- 
cits themselves as how they are 
composed and funded: borrowing 
money to fluid investment is more 
sustainable than deficits that 
merely fuel consumption; and for- 
eign -direct investment is a better 
way of meeting the funding gap 
ttum short-term portfolio flows. 

Thailand has resisted the devalu- 
ation which the Czech authorities 
eventually accepted, but their trou- 
bles are probably not yet over. 
Meanwhile, speculators will doubt- 
less have run their slide-rules over 
countries like Slovakia and Ukraine 
that also have large deficits. For 
now they look safe. But if the 
investment backdrop shifts - Japa- 
nese rates rise or the single cur- 
rency project collapses - they may 
be next In line. 


UK interest rates 


McDonald’s 


McDonald’s strategies go soggy 
more quickly than its hamburgers 
these days. The 55 cent burger - 
dropped after just six weeks - joins 
last year's aggressive stare opening 
programme, the higher-margin 
Arch Deluxe sandwiches and the 
i infamous “fat free” burger In the 
bin at the back of the kitchen. None 
of these approaches has galvanised 
like-for-like sales in the US; 
McDonald’s has been flame-grilled 
by Burger King in the fiercely com- 
petitive American fast food market 


Emerging markets 

Both the Thai baht and the Czech 
koruna have recently been under 
speculative attack. Is there a risk of 
contagion? After all, in early 1995 
the slump in the Mexican peso led 
to scares in other emerging mar- 
kets. For now, a repeat looks 
unlikely. There have been some jit- 
ters, but nothing like 1995. Back 
then the Mexican crisis was quickly 
followed by faffing stock markets in 
Brazil and Argentina. Risk-averse 
investors fled into the safety of the 
D-Mark. Now investors are actively 
seeking out risk and yield - witness 


Should the Bank of England’s j 
grand new monetary policy commit- j 
tee, settling down today for its first I 
meeting, start with a bang by rais- 
ing interest rates? Clearly there Is a 
case for doing so; the Bank’s recent 
inflation report set it out On the 
foce of it, having called publicly for 
policy tightening, the Bank will 
look rather silly if it does not put it 
into effect 

There is, however, an obvious 
counter-argument: the Budget on 
July 2 may itself tighten policy. The 
Rank may want to wait until then 
rather than rushing into its own 
preventive strike. Moreover, Profes- 
sor Willem Buiter, an MPC member, 
very publicly argued only weeks 
ago for careful co-ordination of 
monetary and fiscal decisions. So if 
the MPC did act now, it might well 
be at the price of having to record 
dissension in its very first minutes. 

Of course, a purist could argue 
that action is still needed now to 
sustain the MFCs credibility; the 
Budget, after all, is hardly likely to 
ftHminifftor so much medicine that 
no rate rise is needed. But in real- 
ity, a month or two’s difference is 
hardly significant. The MPC should 
properly be judged on the scale of 
the rate rises when they come - 
which they wiH. 


Additional Lex on NFC, Page 25 
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Japan Airlines’ 

debt downgraded 

Prospects for a quick recovery by Japan 
AWines, the world's sizth-largest carrier, have 
bean thrown into doubt by Moody’s, the credit 
rating agency, which has downgraded JAL's 
imsecored lang-teim debt rating from A2 to A, 
citing a poor cost structure. Page 18 

■■eDonakP* hamburger promotion falls 

McDonald’s, the US fast food chain , has been 
forced into an about-turn over Its 55-cent ham- 
burger promotion because of poor sales and 
growing signs of revolt among the franchisees 
who run most or its US restaurants. Page 21; 
Lex, Page 16 

QTE loins Stet in Telecom Serbia deal 

DTE, Greece’s state-controlled telecommunica- 
tions operator, Is to participate with Italy’s Stet 
in a DML57bn ($809m) deal to buy 49 per cent of 
state-owned Telecom Serbia. Page 20 

Zeneca 1 * fungicide gains US approval 

Zeneca, the UK pharmaceuticals and agrochemi- 
cals group, has received its first US approval for 
the use on crops of its fungicide Abound, devel- 
oped from fungicides in mushrooms. Page 25 

Vabnet buys Abas Converting 

Atlas Converting Equipment, the UK packag in g 
equipment manufacturer founded in a shed 20 
peers ago, is to he acquired for £86 -2m ($l40m) 
by Valmet of Finland. Page 24 

Signs of weakness In Malaysian market 

Renoog, Malaysia's top infrastructure company, 
has been unable to sell a M$460m ($183m) state 
in an engineering affiliate. Coming on top of the 
undersubscription of a rights issue by Ekran, 
which is b uilding the Bakun dam, Renong's dif- 
ficulties are a farther indication of waning con- 
fidence in the country’s stock market Page 19 

M erger of Swedbh exchanges collapooo 

A planned merger between the Stockholm stock 
exchange and OM, the Swedish derivatives 
exchange, collapsed after stock exchange share- 
holders blocked the deal. Page 22 
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Russian gas group’s management vulnerable after 

Gazprom 
set to miss 
$1.2bn tax 


bill deadline 


mm 


By Robert Corzbw and 
Michael Lindemann In London 
and Chrystia Freeland 
In Moscow 

Gazprom, Russia’s biggest 
company, is set to miss the 
June 10 rtaarnina to pay $L2bs 
in back taxes in a development 
that could add to the political 
vulnerability of Its embattled 
management 

A Slbn loan being syndi- 
cated in the west to meet the 
tar bill bus been delayed, the 
company's banters confirmed 
last night. ABN Amro and 
Goldman Sachs, the invest- 
ment banks, which last week 
received the mandate to syndi- 
cate the loan after a fierce con- 
test with Morgan Stanley and 
Dresdner Kleinwort Benson, 
said the delay was at Gaz- 
prom’s request 

Goldman Sachs in London 
said Gazprom sought the delay 
because of a “conflict” 
between the company’s collat- 
eral pledged for existing bor- 
rowings and assets guarantee- 
ing the new $lbn loan. 

Goldman said: “We look for- 

BT and 
MCI in 
bargain 
$10bn 
loan deal 

By Edward Luce in London 

British Telecommunications 
and MCI, the US telecoms 
company, yesterday secured a 
SlObn loan in one of the 
mostly tightly priced deals to 
bit the heavily squeezed syndi- 
cated loan market. 

The loan, which will be used 
to bankroll the launch of Con- 
cert, a new global telecommu- 
nications company, will cost 
BT and MCI just 0.1 percent- 
age points over Libor - the 
rate at which London banks 
lend to each other. 

Bankers said the deal was 
the latest sign of the 
compression of margins in a 
market where the borrower 
appears to be firmly In the 
driving seat. 

“This is about as close to 
the bone as banks can get far 
a deal of this size,” said one 
banker not involved in the 
syndicate. 

“If it had been S500m or 
even Slbn then a margin of 10 
basis points (a basis point is a 
hundredth of a percentage 
point) over Libor would be 
palatable. But SlObn for the 
launch of a new and untried 
company is excessive.” 

Bankers also said the fees 
BT and MCI would pay to the 
arrangers of the loan - Citi- 
bank, JJ». Morgan. Bank of 
America and Chase Securities 
- were unusually low. At US 
basis points on the unused 
portion of the SSbn tranche of 
the loan, and <L5 basis points 
on the unused part of the 
S2.5bn tranche, the fees to be 
paid to the syndicate would be 
“minimal”, said one competi- 
tor banker. 

But officials in the banking 
syndicate said the pricing 
reflected the impressive 
market position of the two 
companies and their ability to 
make a success of the launch 
of Concert Hie officials 
that BT had a credit rating of 
Aal - the second-highest 
grade on Moody’s Investors 

Services’s scale. 

“I have to "admit that the 
pricing is pretty aggressive,” 
said one banker Involved in 
the syndicate. “But BT Is a 
super name and we just had to 
be than In the deaL” 

Some analysts also 
expressed surprise that the 
lend syndicate consisted of US 
banks despite the fact that BT 
was a UK company. 

“The absence of any large 
UK or European-based lenders 
among the lead arrangers will 
be seen as a blow to their 
global ambitious, considering 
the size and importance of the 
deaL” said one. 


ward to being back in the mar- 
ket very quickly.” But ABN 
Amro last night confir med no 
new date had been set for the 
syndication. 

The delay is likely to 
weaken Gazprom’s powerful, 
Soviet-era managers in their 
struggle with the government 
over who should -control the 
company. 

A new cabinet reform team 
has already forced out the 
head of Russia’s electricity 

monopoly htWI ah a ken up the 

state railway management To 
keep the reformers from tak- 
ing over Gazprom, Mr Rem 
Vyakhirev, chairman, struck a 
series of compromises, includ- 
ing a promise to pay a $L2bn 
tax bDl by June 10. 

Without the loan, Gazprom 
Is unlikely to meet this dead- 
line wnlflM it dips tntn Inter nal 
reserves, a step executives 
have been reluctant to take. 

Several western bankers 
speculated that Gazprom's 
loan problems could be part of . 
an elaborate official plot to 
unseat Mr Vyakhirev, Russia’s 
most powerful corporate chief. 




m 




The Moscow buildings of Gazprom, Russia's biggest company , whicb may miss its deadline to 
pay off more than glfri in bade taxes after a syndicated loan was delayed .nttwKjammm 


Bnt that scenario seems 
unlikely because Mr Boris 
Nemtsov, the first deputy 
prime minister who has led 
the gnv wnmflnt clampdown on 
Gazprom, seems to have been 
unaware of the gas company's 
loan difficulties. 


”1 do not think Mr Nemtsov 
knows about this,” Mr Andrei 

P arshin, the minister’s press 

secretary said. . ■ 

Another mninr gover nm ent 
nffiriai dose to Mr Ne mts ov 
also believed the cabinet was 
unaware of Gazprom's prob- 


lems. Officials said -fiaihire to 
meet the tax deadline could 
weaken the company's band in 
its attempt to minimise inter- 
vention in its affairs ■ by 
reformers in file cabinet. 
Additional reporting fig Samer 
Iskandar. 


Belgian utilities merger backed 


By IM Buckley in Brussels 
and Andrew Jack an Pails 

The prospect of a multi-billion 
dollar link-up of two of Bel- 
gium’s biggest companies. 
Tractebel and Electrabel, 
gained ground yesterday after 
the Belgian government said it 
favoured such a deaL 
France’s Campagnie de Suez, 
which controls 65 per cent of 
Tractebel through Soci6te Gen- 
erate de Belgique, its Belgian 
holding company subsidiary, 
also suggested it was prepared 
to examine such a merger. But 
It said it intended to retain 
control of Tractebel 
A merger would create a 
BFr650bn ($18.5bn) utility 
which would dominate Belgian 
electricity and gas, and 
account far almost 15 per cent 
of the total capitalisation 


Government favours link-up 
of Tractebel and Electrabel 


of the Brussels bourse. 

Electrabel, the electricity 
generator which is already Bel- 
gium’s largest company by 
market capitalisation, and 
Tractebel, the utility group 
which owns 44 per cent of 
Electrabel, nuristeri no merger 
taiira hnri tilMP place. But it Is 
thought the broadly positive 
signals H yp * pwB nwnan l anil 
shareholders could trigger a 
feasibility study of a tie-up. 

The office of Mr Jean-Luc 
Dehaene, Jaime minis- 

ter, confirmed be supported a 
merger to safeguard the Bel- 
gian energy sector and employ- 
ment Hie is concerned' Belgian 


Interests «wid be threatened 
by the merger of Tractebel’s 
ultimate parent, Suez, with the 
powerful French utility group 
Lyonnaise des Eaux. 

That merger — approved yes- 
terday by the European Can- 
mission - has provoked fears 
of conflicts between Lyonnaise 
and TractebeL Merging Tracte- 
bel and Electrabel would dilute 
the French parent group’s 
stake and help preserve the 
autonomy of Belgian interests. 

The Flemish newspaper De 
Finandeel-Economlsche Tijd 
reported Mr Dehaene had 
mooted a merger between 
Tractebel and Electrabel when 


he met the Suez and SGB 
chairmen in March to voice 
concerns about the French 
merger. 

Suez “formally denied” the 
newspaper’s suggestion that 
Mr Gerard MestraDet, its chair- 
man, had given written 
approval to a Tractebel/Elec> 
trabel merger. But Suez said it 
was “ready to study all devel- 
opments that are advanta- 
geous for our shareholders”, 
and Suez and SGS said they 
would want to retain control of 
any new group. 

Mr Debaene’s office, mean- 
while. released a letter from 
the premier to Mr Etienne 
Davlgnon, SGB "chairman, 
recording that neither the SGB 
nor Suez chairmen had 
expressed “any objection in 
principle” to a merger between 
Tractebel and ElectrabeL 


Battle for 
Great; 
Western 
set to be 
resolved 


By Richard Waters. • v : 
in New York. ... 

Ctfgfanda is set to have a third 
•do minant . Rrmnrfai institution 
after the end of a hostile bid 
battle for one. .of the largest 
savings loan companies in 
thaUS. 

The two-way tussle for con- 
trol of Great . Western, which 
has assets of $43bn, appeared 
headed for. a resolution, after 
Ahmanson, , its .Californian 
rival, -abandoned a $6.5bn 
hostile Rafter for the company 
yesterday. 

That opened the way for a 
takeover by. Washington 
Mutual from neighbouring 
Washington" state, which had 
come to Great Western's aide 
with a “white knight” bid. . 

The likely combination of 
Great Western- with Washing- 
ton Mutual will - create a 
sayings and loan group, or 
thrift, with assets of $87bn and 
a presence in California sur- 
passed oiily. by BankAmerica 
and Wells Fargo. ■ 

..The rash of hank and thrift 
mergers in the West promlBes 
.to leavethe state with one of 
the c ou n t r y’ s most concen- 
trated hgnHwg industries, with 
the three biggest institutions 
accounting for about half the 
total market 

The emergence of a new 
super-thrift could also pro m pt 
a broader restructuring in an 
industry which suffered a 
near-collapse during the 1880s. 
Many weaker institutions woe 
wiped out by a rash move into 
commercial real estate devel- 
opment and other businesses 
far from their traditional base 
of domestic mortgage lending. 

The survivors have moved 
more heavily into consumer 
banking and have pursued 
mergers and cost-cutting to 
make themselves more com- 
petitive with banks. 

The merger would dwarf 
Ahmanson. although its $50bn 
of assets would still make it 
the country’s seoond biggest 
Ahmanaon’s thwarted bid was 
prompted in. the first place by 
an attempt, to cut costs and 
build a stronger base in its 
heme market It now becomes 
a potential acquisition target 
itself for banks looking to 
grow a retail banking business 
cm the US West Coast 

Ahmanson said it would to 
continue to ex pand consumer 
banking while looking out tor 
“opportunistic" mergers. 


P&O and Stena 
face delay on 
planned alliance 
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By Emma Tucker in Brussels 
and Ross fieman In London 

The European Commission 
will seek extra time to com- 
plete its study of a proposed 
merger between the two lead- 
ing ferry services that compete 
with the Channel tunnel, rais- 
ing fresh doubts about cement- 
ing the merger before the peak 
summer season. 

A “letter of doubt” indicat- 
ing concerns about the impact 
on competition is set . to be 
Issued next Wednesday by the 
Competition Directorate. 

But Commission officials 
and companies alike appear 
confident the concerns can be 
resolved, and that European 
Union approval for merging 
same operations of Peninsular 
and Oriental Steam Navigation 
Company and Stena Line will 
be forthcoming. 

As there is no deadline by 
which the Commission's 
authorities have to pronounce 
on the deal, regnlatory 
approval from Brussels could 
take several weeks at least 
But the ferry operators are 
keen to begin collaboration 
before the holiday season, 
which causes a summer peak 
In cross-Channel traffic, gets 
into foil swing in July. 

Commission approval is a 
key step in the drive by P&O 
and Stena to merge operations 
on the so-called short-sea east- 
ern Channel routes. The com- 
panies say it is essential to cut 
costs and take ships out of ser- 
vice if they are to compete 
profitably with file tunnel. 

An Inquiry by the UK ? s 
Monopolies and Mergers Com- 
mission was completed on 
April 4. but publication was 


delayed by the UK’s general 
election. The trade secretary, 
Mrs Margaret Beckett, Is 
expected to publish the MMC 
findings, and Indicate whether 
the deal is acceptable, at the 
end of next week. 

On Monday French authori- 
ties approved the creation of 
the 60/40 joint venture, P&O 
Stena, which is slated to own 
14 ships and have gross assets 
of £410m (5668m). 

Under the deaL proposed last 
October, P&O and Stena will 
combine operations on the 
Dover -Calais, Dover-Zeeb rugge 
and Newhaven-Dieppe routes. 

Commission concerns appar- 
ently centre upon the effect 
this will have upon competi- 
tion in a market for carrying 
more than &9m cars a year 
across the Channel 

Together, the two companies 
would control about 40 per 
nn t of tiie tourist vehicle mar- 
ket, with Eurotunnel the tun- 
nel operator, taking a further 
40 per cent and other ferry 
groups holding the rest. 

Next week's lotto- to the two 
companies will enable the 
Commission to extend its 
inquiries and press for modifi- 
cations to the deal or support- 
ing undertakings. 

Brussels win expect the com- 
panies to respond to its compe- 
tition concerns by offering 
changes to the joint venture. It 
is understood officials .want 
guarantees that P&O Stena 
will operate as a separate- 
entity, competing for custom 
with other routes operated 
independently by its parent 
companies. 

If these are satisfactory, the 
alliance will almost certainly 
be given clearance. 


•'HYUNDAI 

Hyundai Semiconductor America, Inc. 

(the Issuer) 


Hyundai Electronics Industries Co., Ltd. 

(the Primary Supporter and Offtaker). . 


US $200,000,000 

Senior Secured Notes due 2004 


US $200,000,000 

Senior Secured Notes due 2007 " • 

Chase Securities Inc. 

Merrill Lynch & Co. 

Salomon Brothers Inc 

Hyundai Securities Co., Ltd. 
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Long-term debt rating reduced ^because of concern over carrier's poor cost structure 


Moody’s downgrades Japan Airlines 


By MfcMyo N&Jcamoto in Tokyo . 


Prospects for a quick recovery of 
Japan Airlines, the weald's sixth 
largest passenger airline, were 
thrown into doubt yesterday by 
Moody's, the credit rating agency. 

Moody’s said it downgraded 
JAL’s unsecured long-term debt 
rating from A3 to A, citing a poor 
cost structure of the company. 

Amid increasing competition in 
both the inte rnational and domes- 
tic markets, JAL is unlikely to be 
able to improve profitability unless 


it Implements fer deeper cost cats 
than currently planned, Moody's 
said. 

The Moody's downgrade follows 
a negative outlook statement in 
March by Standard A Poor’s, 
another rating agency. Stan- 
dard & Poor’s said it downgraded 
JAL’s outlook from stable to nega- 
tive, noting that the company's 
need to make additional invest- 
ments In aircraft would limit any 
short-term improvement in its 
financial profile. 

JAL reported a loss of Y16-9bn 


CSl46m) in -the year just ended, in 
E»pite of higher sales of -YlA&3bn f 
and has omitted the dividend. The 
company attributed the loss to 
unexpectedly high tael costs. 

In April, JAL implemented a 
five-year corporate plan with the 
aim of returning to profitability 
and dividend payments. 

The plan involves making 
greater- use of low-cost subsidiaries 
while expanding routes to meet 
wiarimt damanri .TAT, is also mak- 
ing cost-cuts, including a system of 
annual salary negotiations for 


senior managers and the elimina- 
tion of 800 Jobs by 1999. 

.TAT, expects thw mreiam-PB to 

help it return to profitability in the 
current fiscal year and make a 
recurring profit of at least Y30bn in 
fiscal 1996. 

"It's very disappointing in view 
of the fact that our restructuring 
programme is producing positive 
results,” JAL said of the Moody's 
downgrade. 

But Ms Fujle Sato, analyst at 
Moody’s, said JAL’s current corpo- 
rate plan is insufficient to return 


the company to profitability. 
She pointed out that JAL's person- 
nel costs are 20 to 30 per cent 
higher than those at AQ Nippon 
Airways, the second largest Japa- 
nese carrier, 40 pear coot hi gh er 
than at most non-Japanese Asian 

aidlnwj. 

Internationally, competition from 
more cost-efficient US and Asian 
carriers has been particularly 
t l^m . Tn t fro home market, -deregu- 
lation will allow new carriers Into 
fim market far the first time in 
45 years. 


Chairman acts to tighten grip on Tata 


Ratan Tata wants the Indian group’s 84 operating companies to become ‘a tighter confederation 


R atan Tata is tighten- 
ing his grip cm the 
unruly set of compa- 
nies that make up India’s 
largest industrial group. 

Six years after becoming 
/•-hafrnm n of Tata Sons, the 
main Tata group holding 
company, he is stepping up 
the pressure on more than 80 
operating companies to fall 
In with group discipline and 
to sharpen the focus of their 
businesses. 

Mr Tata has boosted the 
holdings of Tata Sons in 
companies where it had 
become too diluted, and 
would like to Increase some 
further. He has enforced a 
retirement policy on top 
executives, and assumed the 
chairmanship of group com- 
panies when chairmen 
retire. 

He is introducing a code of 
conduct as well as a “fee” for 
using the Tata namw - com- 
panies must agree to both if 
they wish to be members of 
the group. He also plans to 
consolidate overlapping busi- 
nesses and sell others. 

“We are a loose confedera- 
tion of companies,’* he said 
in an interview with the 
Financial Times. “What I 
would like to see is that we 
became a tighter confedera- 
tion of companies.” 

The group’s recent perfor- 
mance suggests that some of 
the reforms initiated by Mr 
Tata are paying off. In the 
1995-96 financial year, total 
sales at 84 Tata companies 
rose from Rs21Sbn to 


Rs286bn ($7.99bn) and pre- 
tax profits from Ral9.7bn 
to Rs32J3bn. 

Telco, the group’s truck 
and carmaking arm, this 
week reported 28 per cent 
growth in sales to RslOlbn 
in 1996-97 and a 32 per cent 
rise in pre-tax profit to 
RslObru 

Telco's success underlines 
the fact that the Tata group 
remains strongest In its 
long-standing businesses 
such as steel, trucks, elec- 
tricity and chemicals, but 
has yet to make big inroads 
in newer areas such as infra- 
structure and telecommuni- 
cations. 

Mr Tata, however, is reluc- 
tant to be specific about 
where future growth will 
come from. This is because 
he is conducting a review, 
with the help of McKinsey, 
the management consul- 
tants, which will result in 
the consolidation of busi- 
nesses in which several Tata 
companies compete with 
each other, and the sale of 
others. “We need to look at 
our businesses as businesses 
and stop looking at them as 
the do main of a single com- 
pany,” he said. 

This is likely to be the 
next of a series of battles 
with the satraps who previ- 
ously ran the Tata compa- 
nies autonomously. The 
strong personality of the late 
Mr J.R.D. Tata, who headed 
the group far 53 years, over- 
saw them from a distance. 

Operating companies had 
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used membership of the Tata 
group at their own conve- 
nience. “When they seek a 
collaborator, they are part of 
the group. When they seek 
to go to the banks or finan- 
cial institutions, they are 
part of the group. At other 
times, they are not”. 

The latest of several face- 
offs with group chairmen is 
with Mr Nani Palkhivala, 
chairman of ACC, the 
cement company. Mr Palkhi- 
vala, a noted figizre who 
used to give lectures on the 
Indian budget to huge audi- 
ences, has held out against 
the Tata policy of retiring 
chairmen at 75 (he is 77). He 
now says that ACC is not a 
Tata company, and the Tata 
group has deliberately left it 
out of its latest list of operat- 
ing companies. Mr Tata said: 
1 hold a view that is differ- 
ent from his but I won’t say 
anything more.” 

The new code of conduct, 
described by Mr Tata as “a 



Ratan Tata: issued a code of conduct which he describes as 
‘a sort of overall governance of the group’s direction’ 


sort of overall governance of 
the group's direction,” is an 
attempt to deal finally with 
such situations. It is due to 
be sent out to all operating 
companies within the next 
few weeks. 

If the companies sign up, 
they wfl} pay a small propor- 
tion of their profits to the 


holding company, which will 
then spend the proceeds on 
developing the Tata "brand" 
world-wide - even though 
some companies, such as 
Titan, the watchmaker, and 
Indian Hotels, which 
operates the Taj group, 
hardly use thp_ Tata name. 

Some doubt coaid arise 


about whether companies 
belong to the group, since 
Tata only holds minority 
stakes in most of them. 

In some cases, stakes were 
so low that the Tata group's 
role as parent could be ques- 
tioned. In the 1980s, the Tata 
holding in tiw flagship Tata 
Iron and Steel Company 
(Tisco) foil as low as 3 -per 
cent - and It was Tisco that 
held most of the Tata bold- 
ing In Telco. 

India's liberalisation, 
including stock market 
reform, a takeover code, and 
pressure on state-owned 
shareholding institutions to 
be less passive, made the 
■cTnaii holdings untenable. 
Mr Tata has sought, some- 
times by controversial 
means, to increase them. 

The Tata holding in Tisco 
is now 15 per cent Mr Tata 
said: “If it were an ideal 
world we would like to be 
about 26 per cent in each of 
our companies.” Under 
Indian company law, a 26 
per cent stake can block a 
special resolution at a share- 
holders’ meeting. 

Mr Tata provoked fierce 
criticism when he asked 
group companies to sub- 
scribe to a rights issue in 
Tata Sons and used the 
proceeds to Increase its hold- 
ings in group companies. 
But he insists It was neces- 
sary to tighten the group 
structure so that it outlived 

hfrri 


Alexander Nicoll 


ASIA-PACIFIC NEWS DIGEST 


Technical unit for 


Samsung Motors 


Samsung Motors, the carmaking subsidiary of one of - 
South Korea's biggest industrial groups, has made a 
farther step towards building Its own vehicles with the 
opening of a technical centre at KongserL 
The facility, in which the company plans to Invest 
5393m by 2005, will be crucial to its ambitions to develop 
an entirely independent vehicle. Samsung Motors, which 
expects to launch its first vehicle next March, has so far 
relied an technical assistance from Nissan of Japan, with 
which it has a collaboration agreement 
The technical centre, which embraces engine and 
environmental testing, prototype production and 
structural safety, as well as mainstream research and 
development, will eventually employ 3,000 people. 
Spending on the first phase, which has just been opened, 
amounted to $168m. 

Haig Saturnian, Motor Industry C or respondent 


Wharf Cable in home shop deal 


Wharf Cable TV, which holds Hong Kong's sole pay-TV 
licence, has marked its first week of sanctioned i 
advertising by signing up TVSN, a Sydney-based TV 
shopping network. The service replaces Wharfs own 
home shopping service, which has migrated to other 
channels. Viewers of TVSN will have a choice of 4,000 
products bearing brand names ranging from Pierre Cardin 
to Wedgwood. TVSN already broadcasts in Mandarin and 
Japanese, and is also launching a 24-hour Bahasa 
Indonesian audio channe l. Louise Lucas, Hong Kong 


NTT expands early retirement 


NTT. Japan's largest telecoms carrier, has expanded its 
early retirement scheme in a bid to strengthen its 
corporate structure ahead of splitting into three separate 
carriers In 1999. The newly enlarged scheme will extend 
an early retirement programme introduced in 1992 to a 
larger number of employees. Under the earlier scheme, 
only employees between the ages of 45 and 55 who had 
been with the company for more than 10 years were 
eligible- for early retirement benefits. The new scheme 
extends' to employees between 40 and 57. 

NTT said it had no specific target far personnel 
reduction but that about 2,000 to 3,000 employees had 
signed up ter its existing plan each year. The new plan 
will be in effect for 114 to 2 years from September. The 
company, which, had an employee count of 182^00 at the 
end of March, has been stepping up its personnel cuts in 
recent years, bringing the total to below 200,000 two years 
ahead of schedule. Michiyo Nakamoto, Tokyo 


Cathay Pacific to resume flights 


Cathay Pacific, Hong Kong's main airline whose A330000 
aircraft have been grounded because of engine problems, 
plans to have all flights up and running by next Friday. 
Testing and certification of modifications to the Rolls 
Royce 700 engines have been completed, the company said 
yesterday, paving the way far some services to resume 
from, today. 

Cathay Pacific has cancelled a total of 192 flights since 
suspending services on May 24 and calculates the 
disruption has cost it between HK5120m and HK9150m 
(US$15J5m-$19.4m). It has indicated it mil seek 
compensation for the engine problems from Rolls Royce. 

Louise Lucas 
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Union Bancaire Privee 


G E N 6 V E 


Significant Expansion Abroad in 1996 


The key figures for 1996 are favourable with a consolidated income 
and profit, total assets and shareholders' equity all up. 


Consolidated figures 1996 1995 change in % 

in millions of CHE 


Income 


449 405 


+ 11 % 


Net profit after tax 


161.3 154.6 +4.3% 


Total assets 


13 407 12 636 


+6.1% 


Shareholders' equity 1 252 1 161 + 7 . 


The Bank continued to expand its business base with the integration 


\ of Nordfinanz Bank Zurich within the Group and the launch of 


\UBP International Inc. in New York, specialising in asset management 
as well as mergers and acquisitions. 


A purchase of a substantial stake in Banco Excel Econoraico will serve as 
a springboard in the development of the Group’s Brazilian asset 
management business. 


Head offire 96-98, me du Rhone, P.0. Box 1320, CH-I21 1 Geneva 1 ■ Tel. (41 22) 819 21 11 -Fax (4 1 22) 819 22 00 
Geneva^ ■ Zunch ■ Lugano ■ London - New Yak - Hong Kong ■ Singapore "Tokyo • Helsinki -Jersey ■ Istanbul • Latin America * Nassau 


This announcement appears as a matter of record only 
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THE EXPORT-IMPORT BANK OF JAPAN 


(Incorporated under The Export-Import Bank of Japan Law) 


FF 2,000,000,000 


5 3 / 4 per cent. Guaranteed Bonds Due 2008 


unconditionally and irrevocably guaranteed as to payment of principal and interest by 


Japan 


Issue Price: 99.721 per cent. 


BANQUE JBJ (FRANCE) SA. 
PARIBAS 


CDC MARCHES 

COMPAGNIE FINANCIERE BZW 

DEUTSCHE MORGAN GRENFELL 
MERRILL LYNCH FINANCE SA. 

SOCTETE GENERATE 

TOKYO-MTTSUBISm INTERNATIONAL PLC 



ABN AMRO HOARE GOVETT 
BANQUE NATIONALEDE PARIS 
CREDTT AGRICOLE 
CREDIT COMMERCIAL DE FRANCE 
CREDIT SUISSE FIRST BOSTON 
DAIWA EUROPE LXMTTED 
DRESDNER KLEINWOKT BENSON. \ 

FUJI INTERNATIONAL FINANCE PLC 
JR MORGAN & COE SA. 

MORGAN STANLEYS A. 

NIKKO EUROPE PLC 

SBC WARBURG ( FRANCE ) ENTREPRISE D’INVESTISSEMENT 
UBS SA. 


June 1997 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Renong disposal hit 
by weak share price 


By Jamas Kynge 
^ Kuala Lumpur 

Renong. Malaysia’s leading 
infrastructure company, has 
been unable to sell a MS460m 
l US$1 83m) stake In an engi- 
neering affiliate because of 
weakness of the local share 
price. 

The difficulties encoun- 
tered by the giant construc- 
tion, road-building and tele- 
coms group are a further 
indication of waning confi- 
dence in the country’s stock 
market, following this 
week’s undersubscription of 
a rights issue by Ekran, the 
company building the con- 
trovers i/il Bakun dam.' * ■ 

Renong, which has close 
links to the government, haa 
been trying to sell 112m 
shares in Time Engineering, 
in which it has a 47 per cent 
stake. 

The group needs the cash 
to finance its participation 
in large infrastructure 
schemes such as the con- 
struction of Putntfaya, a new 
MS20bn administrative capi- 
tal near Kuala LmnpUr, and 
Cyberjaya, an intelligent city 
which will form the centre- 
piece of a huge information 
technology project called the 


multimedia super-corridor. 

But the decline of ‘the 
Malaysian market means 
any sale will lead to big 
losses. The stock, which 
Renong originally bought at 
M$4.95 a share, yesterday 
closed at M$4.12. 

Concerns over Renong's 
cash flow helped drive down 
the company's share price 
yesterday by 10 cents, or 2.7 
per cent, to MS3.6& 

In a face-saving exercise. 
Renong has come up.with an 
unusual plan to store the 
shares with a newly-created 
company In the Cayman 
Islands until the market 
picks up. 

Under the scheme, devised 
by Schroders Malaysia, a 
unit of the UK financial 
group, a company called 
Time Investments (Cayman) 
is to buy the shares at 
MS4.95. Time Investments 
plans to finance the stock 
purchase by issuing 
US$26 2m in floating rate 
notes with call warrants 
attached, Renong said. 

Schroders will then try to 
sell the stock when the 
Malaysian market, which 
has fallen 12 per cent from 
its high this year, recovers. 
If the market does not 


recover and the shares 
remain unsold after two 
years, Renong has pledged to 
buy them back. 

Renong’s cash squeeze 
worsened last month when it 
postponed an offering of 
shares in Plus, its toll-road 
subsidiary, from the thin! 
quarter until the end of the 
year because of adverse 
stock market conditions. 

It also announced last 
month the sale of two par- 
cels of land in the southern 
state of Johor for a total 
M$236.5m. Analysts 
described the sale as a sign 
that the company needed to 
raise cash, because the land 
sold was expected to appreci- 
ate in value owing to nearby 
development projects. 

Renong is sometimes seen 
as a microcosm of the wider 
Malaysian economy. It has 
benefited from the country's 
infrastructure boom over the 
last few years, but must now 
come to terms with a loom- 
ing property glut and con- 
struction slowdown. 

This requires a change in 
its strategy, which has been 
geared for a country which 
has seen nine uninterrupted 
years of growth at over 8 per 
cent, analysts say. 


Citic seeks stronger balance sheet 

The head of China’s fljagship group aims to double its net worth in five years 


C hina International 
Trust and Investment 
Corporation, the 
country's flagship state- 
owned conglomerate, 
intends to double its net 
worth to Yn40bn ($4-82bn) in 
the coming five years as part 
of a concerted effort to 
strengthen its balance sheet. 

Last December’s sale of a 
15.5 per cent stake In Citic 
Pacific, Its listed Hong Kong 
vehicle, should be seen in 
the context of this plan, 
which is designed to raise 
cash to develop other busi- 
nesses while still improving 
gearing, Mr Qin Xiao, presi- 
dent of Citic, said in an 
interview. 

The sale, which raised 
HKglO.Sbn (US$1 -4b n) and 
reduced Chic's stake to 26 
per cent, surprised the Hong 
Kong financial community 
for two reasons: Citic Pacific 
managers who bought the 
stake received a substantial 
discount on the market 
price; and the parent compa- 
ny’s motives were not fully 
explained at the time. 

But Mr Qin said the deal 
made sense because of the 
parent company's need for 
cash. “Cash flow manage- 
ment Is the number one 
thing in our daily opera- 
tion,'’ he said. 

At the end of last year 



Cltic’s total assets were 
about Ynl92hn. but its net 
assets were only Yn2ibn. so 
debt made up nearly 90 per 
cent of its balance sheet 
Citic was not trying to 
reduce its debt levels, but it 
did want to build up its net 
worth to reduce gearing. The 
sale of the stake in Citic 
Pacific bag helped substan- 
tially, he added, but he did 
not disclose to what extent 
gearing bad now ft»Tiern_ 

It made sense to sell the 
stake in Citic Pacific, Mr Qin 
said, because although the 
company was a large con- 
tributor to overall group 
profits, it Twarip only a 
contribution to cash flow. 
Citic equity-accounts its 


share of the profits of Citic 
Pacific, but receives only a 
small dividend in casb- 

The impact of the sale on 
profits would be limited 
because some of the group’s 
other businesses, including 
the mainland-based Citic 
Industrial Bank, were 
starting to grow fast and the 
group still beOd a 26 per cent 
stake in Citic Pacific, which 
is finmHmdrig to pOSt Strong 
revenue growth. 

Citic’s profits should grow 
about 15 to 20 per cent annu- 
ally over the next few years, 
Mr Qin said, reaching Yu5bn 
to Yn6bn in five years, 
against Yn2.47bn last year. 

Meanwhile, Citic had 
made a large capital gain on 


the sale, having originally 
injected only HK$250m into 
Citic Pacific. 

There might be a capital 
gains tax liability in China, 
but in that case the govern- 
ment was expected to inject 
a similar amount of capital 
into Citic to boost its bal- 
ance sheet 

Nor was the price unfair, 
despite a discount of 24 per 
cent to the price on the day 
the deal was announced. The 
deal had been struck some 
timp earlier, when the mar- 
ket price was lower. 

Citic had calculated, Mr 
Qtn said, that it was com- 
pleted on a multiple of about 
18 times Citic Pacific earn- 
ings. “I don’t believe any 


state-owned enterprise could 
liquidate their assets at that 
ratio” Mr Qin said. 

Mr Larry Yung, Citic 
Pacific Chairman, who 
bought the stake with other 
members of manag ement 
team, had an incentive to 
continue : performing, 
because the buyers bad gone 
Into debt to buy the shares. 

Mr Qin said Citic wanted 
to focus on further growth in 
domestic banking. Net prof- 
its at Citic Industrial Bank 
rose from Ynlbn in 1925 to 
Ynl-5bn last year. Citic 
planned to inject the equiva- 
lent of US$l20m into the 
bank *>»« year to finance 
farther branch and lending 
expansion. 

Outside China, the com- 
pany was seeking to exploit 
ownership of the Ka Wah 
Bank in Hong Kong, which 
was turning good profits but 
was too small in its present 
form. Citic might expand it 
with an injection of addi- 
tional capital or a new share 
Issue. “But that’s not the 
only choicer Mr Qin said. *T 
would not exclude the possi- 
bility of merger and acquisi- 
tion." 

Peter Montagnon, 
Tony Walker and 
John Ridding 


Telekom 
Malaysia 
in Thai 
venture 

Telekom Malaysia, the 
country’s largest telecommu- 
nications conglomerate, is to 
announce on Monday that it 
will take a large stake in 
Digital Phone, Thailand's 
newest mobile phone net- 
work operator, writes Ted 
Bardacke in Bangkok. 

Details of the venture have 
not been officially released, 
but Telekom Malaysia is 
expected to pay about $l00m 
for a 20-25 per cent stake in 
the company, which will 
operate a digital network 
scheduled to begin working 
in the first quarter of next 
year. Total investment cost 
of the new mobile system In 
the first three years is 
almost giOOm. 

Digital Phone, a subsidiary 
of Thailand's Samart Group, 
will initially have 50.000 sub- 
scribers. who will automati- 
cally be transfered to it from 
the digital network of Total 
Access C-ommunirations, the 
country's second largest 
mobile operator. 

Telekom Malaysia already 
operates a digital network in 
its home country but it is a 
GSM system, which is 
incompatible with Digital 
Phone's PCN system. 

Digital Phone is the sec- 
und new mobile operator in 
Thailand to turn to other 
Asian operators for an injec- 
tion of equity and operating 
experience. Last month, 
Korea Telecom agreed to pay 
5150m for a 20 per cent stake 
in Wireless Communica- 
tions, a subsidiary of Thai- 
land's International 
Engineering. 

Two more licences to oper- 
ate mobile networks are 
expected to be awarded by 
the Thai government early 
next year, bringing the num- 
ber of operators to six. 

In addition. Telecom Asia, 
the country's d omi na n t tele- 
communications group, is 
launching a Japanesc-style 
low-cost PCT system m the 
Bangkok area later this 
year. 
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Four CCA 
board seats 
for Sail 
Miguel 

By Nikki Tait 
in Sydney 

San Miguel, the Philippines- 
based food and beverage 
group, will get four seats on 
an enlarged 1 6-member 
board of Coca-Cola Amatil, 
the Australian soft drinks 
bottler, as part of the 
A$3.7bn (US$2.8bn) deal 
between the two groups. 

In early April, San Miguel 
announced that it was sell- 
ing its 70 per cent stake in 
its domestic Coca-Cola 
bottling operations to CCA, 
and taking a 25 per cent 
interest in-the Sydney-based 
group. 

This will make San Miguel 
the second largest share- 
holder in the enlarged CCA 
after the parent Coca-Cola 
group in the US, whose 
interest will be diluted to 
about S3 per cent. 

But the Philippines’- 
Presidential Commission on 
Good Government, . the 
government body which 
owns 48 per cent of San 
Miguel, erected obstacles, 
saying that the Philippines 
company had to receive 
“fair valuation” for its 
domestic bottling 
operations, and that the 
three board seats it had 
been offered at CCA were 
inadequate. 

Apart from the additional 
board seat, the terms of the 
deal will not be changed, 
and CCA confirmed yester- 
day that the three main' par- 
ties - San Miguel, Coca-Cola 
in the TJS and itself - had 
signed definitive agree- 
ments. 

CCA added that its own 
“independent expert’s j 
report” had been finalised, . 
and concluded that the 
transaction was “fair and 
reasonable” for CCA share- 
holders. 

The report will be sent out 
early next week, and an 
extraordinary general meet- 
ing will be held later this 
month or in early July to 
seek formal shareholder 
approval. 

Assuming the deal pro- 
ceeds, it will sharply 
increase the size of CCA. 
The San Miguel bottling 
Operation runs 21 plants in 
the Philippines, and sold 
about IJHm litres - or 834m 
unit cases - in 1996. Its net 
profit, at AS144m, was 
slightly larger than GCA’s 
AS142nu 

CCA shares surged after 
the deal was announced, 
and jumped aga in yesterday 
after the announcement that 
definitive agreements had 
been signed. 

The stock dosed 61 cents 
higher at AS16.0X. In early 
April, before the deal was 
first unveiled. CCA shares 
were trading at AS1L95* 

• ERG. the listed Austra- 
lian card sys te ms and tele- 
communications group, has 
won a A$8.4m contract for a 
new automated fare collec- 
tion system to be operated 
by the Moscow metro. 

The system will use com- 
bined magnetic and non-con- 
tact smart-card readers, as 
well as barriers, on-station 
computers and a data collec- 
tion system. 

It will involve ins t all in g 
new gates In 153 metro 
stations, and should be 
launched lain* this year. 
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Morgan 
means more 
to raising equity 




How did J.P. Morgan get to be the fastest-growing equity 
house on Wall Street? By providing our clients with more. 

More objective advice that considers your interests first. 
More active, tailored marketing of stock issues. More 
in-depth, standard-setting research. More of the right 
investors - all over the world. More aftermarket hading 
and research support. More hedging strategies for issuers 
as well as investors. And more attentive involvement all 
along the way. 

No wonder so many issuers - from corporate giants to 
high-growth start-ups - ask us to return to manage their 
next offerings. That's what happens when you consistently 
deliver more. 

www.jpmoigan.com 
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Serbs cede ‘significant management rights 8 at telecom operator but keep veto 

OTE, Stet to take Serbian stake 


By Kerin Hope In Athens 

and Guy Dlnmore 
in Belgrade 

OTE. Greece's state- 
controlled telecommunica- 
tions operator, .announced 
yesterday that it was partici- 
pating with Italy's Stet tele- 
coms group in a DML57hn 
($909m) deal with the Ser- 
bian government to buy 49 
per cent of the state-owned 
Telecom Serbia. 

A Greek telecoms official 
said Stet and OTE had ini- 
tialled a preliminary agree- 
ment with the Serbian opera- 
tor, while a senior 


government official in Bel- 
grade said the deal would be 
signed this week. 

The Greek official said 
Stet and OTE would take 
stakes of 29 per cent and 20 
per cent, respectively, in 
Telecom Serbia, with the 
Greek group retaining an 
option to buy a further 4£ 
per cent of the company 
from Stet. 

Telecom Serbia would also 
hand over "significant man- 
agement rights” to its for- 
eign partners, but the Ser- 
bian government would 
retain a "golden share" 
giving it the power of veto 


over dprifiinnq by tho board. 

The deal would mark 
OTE’s first equity participa- 
tion in a telecoms operator 
outside Greece and reflects a 
flourishing political relation- 
ship between Greece and 
Serbia, including the Bos- 
nian Serbs. 

OTE has built up close 
links with Telecom Serbia 
and last year financed a 
$260,000 study for a separate 
telecoms network for the 

self-styled Serb “republic" In 
Bosnia. 

OTE is due to float 
another 10 per cent to 12 per 
cent of its equity on the 


Athens stock exchange this 
m niit h in the second stage of 
a partial privatisation that 
started last year. 

Part of the proceeds, proj- 
ected at about DrSOObn 
($l.lbn) r would be used 
to finance acquisitions of 
strategic stakes in other Bal- 
kan and ex-Soviet telecoms 
operators. 

Serbia Telecom was valued 
at DM3.1bn by the UK’s Nat- 
West Markets, advisers to 
the Serbian side, and at 
DM3Jfon by UBS of Switzer- 
land, which is advising Stet 

BZW of the UK and Ionian 
Finance, a state-owned 


Greek concern, are advising 
OTE. 

The Greek official said 
Stet and OTE had agreed to 
pay DML57bn for 49 per emit 
of the Serbian operator. OTE 
would pay DM675m in two 
tranches for its 20 per cent 
stake: DM543m to be paid in 
cash after signing the con- 
tract and UMiaZm next year. 

The deal also includes a 
GSM mobile telephony 
licence valued at DMl25m. 

OTE has agreed to pay 
DMSlm for a 40 per cent 
stake in what would be 
Serbia's second cellular 
network. 


Europe hits venture capital record 


By Katharine Campbell, 
Growing Business 
Correspondent 

Europe's venture capitalists 
Invested a record EcuBAbn 
($6.02bn) last year, 2L7 per 
cent more than in 1995. The 
largest increase in activity 
was seen in the UK, but Swe- 
den and Switzerland also 
showed strong growth. 

As the industry matures, 
it is gr o w in g more interna- 
tional: venture capitalists 
made 15 per cent of their 
investments outside their 
respective borders, accord- 
ing to a study published 
today by the European 
Venture Capital Associa- 
tion and KPMG, the accomt- 
tuts. 

The survey was carried 
out by Graham Bannock & 
Partners, the UK consultant 

The average size of invest- 
ment is also increasing, as 
smaller European companies 
prune debt levels in favour 
of more equity financing, 
according to Mr Raynier van 


Outryve d’Ydewalle, chair- 
man of EVCA. 

A low interest rate envi- 
ronment spurring investors 
to hunt for ways of enhanc- 
ing yield, helped to set the 
conditions for a record fund- 
raising year, with fresh 
funds nearly doubling from 
Ecu4.4bn to EcuThn. 

UK investment houses still 
pnU in the most significant 
sums at Ecu3.7bn, but the 
Netherlands raised EcuL4bn 
- more than five times the 
1995 tally. All countries 
except Spain enjoyed an 
increase in new funds. 

More money flowed in 
from outside the continent 
principally from America, 
but also from Asia. Non- 
European sources accounted 
for EcuL4bn, compared with 
Ecu490m in 1995. 

"Investors observe fierce 
competition in the US mar- 
ket, and at the same time 
they realise that Europe is 
maturing," said Mr van Out- 
ryve d’Ydewalle. 

Buy-outs and buy-ins 


Eujrbpean venture capital Investment 


Ecu m 



European total 

Ecu 6,782m- 

Ecu$54tt':?£ i^995 


a gain attracted a large share 
of the money - Ecu3bn - 
and Ecu2.7bn flowed into 
expansion stage invest- 
ments. The more risky end 
of the market - seed and 
start-up capital - witnessed 


increased activity, with 
Ecu441m invested, a 37 per 
cent rise. 

Consumer-related indus- 
tries proved the most 
sought-after, with EculJbn 
or 18 per cent of the total 


But venture capitalists also 
invested EcUL3bn across the 
various technology sectors - 
including wwimnniwiti niwi, 
computer-related industries, 
other electronics and bio- 
technology. 


Philips disputes 
Grundig deficit 


By Barbara Smtt 
in Amsterdam 

A row between Philips and 
Grundig deepened yesterday 
when the Dutch electronics 
group refused to cover the 
entire DMB31m ($3 66m) 
losses reported far 1996 by 
the German company earlier 
this week. 

When it acquired a 31.6 
per cent stake in Grundig in 
1984, Philips committed itself 
to bear any losses incurred 
by the German group. After 
several years of dismal 
results, Philips relinquished 
management control in Jan- 
uary, but is still obliged to 
compensate losses until the 
end of 1996. 

Philips said it had already 
paid DM225m to honour this 
obligation, but It disputed 
the extent of the Increased 
shortfall reported by Grun- 
dig, which had been previ- 
ously estimated at DM533m. 


"There is a huge gap 
between the reported losses 
and what we are prepared to 
fork out," said Mr Ben 
Geerts, Philips spokesman. 

Under the 1984 agreement.. 
Philips must pay an annual 
dividend of DM45m to the 
Max Grundig Foundation, 
the original parent, regard- 
less of the company's perfor- 
mance. The foundation also 
had the right to sell its 16.4 
per cent direct stake in 
Grundig to Philips upon ter- 
mination of the contract, at 
an agreed price of DMl29m, 
and it may offer an addi- 
tional indirect stake of 52 
per cent to Philips in 2004 for 

DM 411 m 

Mr Geerts said Philips bad 
recently bought the 16.4 per 
cent stake and sold it again 
at a lower price to Hohen- 
staufen, a German asset 
manager. He declined to 
reveal the extent of the loss 
incurred on the deaL 


Siemens to help build 
Taiwan power station 


By Graham Bowiey 
in FTankfurt 

Siemens is to help btdld a 
DM2bn ($L2bn) power sta- 
tion in Taiwan, in what is 
set to be the German engi- 
neering group’s biggest 
involvement yet in a power 
project in Asia. 

Siemens’ power generation 
division yesterday secured 
an agreement to btdld the 
coal-fired power station, 
together with Huatung 
Power Company of Taiwan, 
in Hualien, on the country's 
east coast 

The agreement strength- 
ens Siemens’ foothold in the 
Asia-Padfic region, which is 
already its biggest market in 
power generation, account- 
ing for about 30 per cent of 
worldwide power generation 
sales of DM9J.bn. 

Siemens said it would 
receive orders worth about 
DMLSbn to build the power 


station - which will consist 
of two 500MW blocks - and 
would help operate and 

maintain it. 

However, it said negotia- 
tions were still under way 
an the financing of the proj- 
ect It was unclear whether, 
or to what extent, Siemens 
would be an investor in the 
plant In previous power sta- 
tion projects, Siemens has 
financed between 10-50 per 
cent of the station, the com- 
pany said. 

Siemens is involved in two 
other projects in Taiwan, but 
the new station to Hualien is 
set to be the biggest It is 
also participating in power 
generation projects in China, 
Malaysia, the Philippines 
and Indonesia. Construction 
on the new Taiwanese plant 
wID begin early next year. 

The two companies said 
they planned to build a fur- 
ther two power stations 
within the same region, but 


that their location and size 
had yet to be decided. 

Huatung. Power Company, 
an independent power pro- 
ducer, is owned by Core 
Pacific, China Petrochemical 
Development Corporation 
and BES Engineering Corpo- 
ration, all leading Taiwanese 
companies. 

Mr Andreas KLey, a mem- 
ber of the board of Siemens 
power generation group, 
said: “The agreement allows 
us a dose cooperation with 
these companies and to par- 
ticular to work with Core 
Pacific Group, which is one 
of the top 15 conglomerates 
to Taiwan, and to strengthen 
our position in the east 
Asian market even further." 

The two groups said the 
license to produce power had 
been received from the cen- 
tral gove rnmen t, and appli- 
cations had been submitted 
to the local authorities for 
environmental approvals. 


Accor 
aims to 
double 
income 

By Andrew Jack in Paris 

Accor, the French hotel and 
travel gronp, . yesterday 
revealed details of a busi- 
ness plan designed to 
increase operating profits 
this year by 20 per cent to 
FFiSOOm ($51.5 m) and dou- 
ble net income by the end at 
the c en t ur y. 

Mr Jean-Marc Espalioux, 
the chairman appointed last 
year, told shareholders at 
the ammai meeting to Paris 
that the plan - called Accor 
2000 - should create extra 
profits of up to FFr200m 
next year, FFrSOOm In 1999 
and FFr750m to 2000, whei 
Accor should generate total 
net income of FFriUHm. 

However, he said in an 
interview that there would 

be a "strategic review" of 
the group's assets in the sec- 
ond hall of the year. 

This was likely to lead to 
rtip sale of "dozens" of its 
2,500 hotels and sale-and- 
leaseback operations, nota- 
bly in Motel 6, its US budget 
ebato- 

He said the sale of an 11.5 
per cent stake held by Accor 
in Compass, the UK catering 
group, for FFr2. 35bn this 
year had provided the the 
ftnanriai manoeuvring room 
for the group's development, 
and that he was satisfied 
with the current net debt to 
equity ratio of less than one. 

Accor 2000 will create 
three multi-brand divisions 
of its different hotel chains 
which have previously oper- 
ated as separate businesses. 

These would be high- 
range and medium-range 
(including Soft tel. No vote! 
and Mercure); budget (Ibis, 
Formule 1, Etape Hotel); and 
Motel 6. 

The group will increase its 
emphasis on bulk purchas- 
ing and divisional co-opera- 
tion to reduce costs and 
develop a broader range of 
client loyalty measures 
across the hotel businesses. 

It will invest FFrSOOm 
over the next 18 months in 
Information technology to 
increase yield management, 
improve reservation systems 
and offer services through 
multimedia techniques. 

Mr Espalioux stressed his 
commitment to the four 
operating activities of 
Accor: hotels; Carlson 
Wagoalits, its travel agency, 
Europcar, the car rental 
business; and service vouch- 
ers. 

He set an objective of net 
income in excess of FFrSOm 
this year for Europcar; a tri- 
pling of operational profits 
at Carlson Wagonlits by 
2000; highlighted sharp 
growth in the vouchers busi- 
ness. 

Implementation of Accor 
2000 in co-operation with 
the top 250 managers in the 
group begins in the middle 
of this month, and Mr Espa- 
lioux said the first effects 
should be clearly visible 
during 1998. 


EUROPEAN NEWS DIGEST 


SGS contract loss 
prompts warning 

Soatetd G6n6rale de Surveillance, the world's biggest 
testing and pre-shipment Inspection company, has issued 
a profit warning after the loss of two of its biggest 
contracts. 

SGS had warned in March that its profits might be 
affected by the non-renewal of its preshipment import 
verification contract with Indonesia, its biggest contract, 
and the Pakistan government's early termination of a 
pre-shipment verification contract which was due to 
expire to January 1999. 

However, stock market analysts had expected that the 
benefits of a weaker Swiss franc and strong growth in the 
rest of the business would offset the loss of two of the 
group's biggest contracts and the company would post its 
tenth consecutive year of earnings growth. 

Yesterday, SGS announced at its annual meeting to 
Geneva that It had lost a smaller contract in Nigeria and 
expected its net profit for 1997 would be lower than in 
1996 when earnings rose 14 per cent to SFr262.7m ($l83m). 
SGS shares, which have been the worst performers in the 
Swiss Market index this year, fell after the profits 
warning but ended yesterday SFr25 higher at SFr3£50. 

William HalL Zurich 

French buy for AssiDoman 

AssBDo mSn, the Swedish paper and packaging group, has 
acquired Lecoursonnois, a privately-owned French paper 
group, for SKrtOOm (551. 6m). The deal will give Assi 3 per 
cent of the French corrugated board market, making It 
Europe’s third largest producer of this grade. Assi said 
the transaction completed its pan-European network of 
corrugated packaging units, which includes nearly 60 
plants in 12 countries. Corrugated packaging is Assi’s 
biggest business area, accounting for 41 per cent of 
annual sales. 

Lecoursonnols, with projected turnover this year or 
SKrtOOm, has three wholly-owned corrugated packaging 
plants and one paper mill. Also part of the deal is a 498 
per cent stake in Giepac Bourgogne, a Dijon-based group 
consisting of five corrugated packaging: plants. Mr 
Lennart Ahlgren, Assi chief executive, said the 
acquisition would be eamings-enhanctog this year. 

Greff Alclvor. Stockholm 

First Austrian in merger 

The supervisory board of First Austrian Savings Bank 
yesterday voted to merge its operations with those of 
Girocredit. which it acquired from Bank Austria earlier 
this year. The merger will become effective on September 
30 and will create Austria's second largest bank with 
assets of Sch669bn (*55bn). 

Mr Andreas Treichl, who becomes First Austrian 
chairman next month, predicted 10 per cent earnings 
growth each year from the merger. Girocredit chairman 
Mr Ferdinand Latina, a former finance minister, said he 
would step down once the merger was complete. 

First Austrian will also take over the clearing house 
functions for the savings bank sector from Giro Credit. In 
contrast to First Austrian, Bank Austria, the largest 
h ank, is barred from fully merging with Creditanstalt by a 
political agreement which It signed after acquiring a 
majority stake to its main rival at the beginning of the 
year. Eric Frey, Vienna 

Wella forecasts 25% advance 

Wella, the* German hair care and cosmetics company., 
yesterday declared it was "back oh track" after it reported 
a 10 per cent increase in first quarter sales and forecast a 
25 per cent rise in earnings this year. 

The company disappointed last year after a weaker 
than expected recovery from a sharp drop in earnings to 

1995. But Mr JOrg von Cransbaar, chairman, said sales 
would rise 7 per cent this year. 

"We are planning on a 25 per cent improvement in 
earnings in 1997. The first quarter confirms this aim," he 
said. Graham Bowiey, Frankfurt 

Iberia acquires regional carrier 

Iberia, the Spanish Sag carrier, said it had acquired 100 
per cent control of the regional airline Aviaco in 
anticipation of Iberia's privatisation to 1999. 

Iberia, which already held 33 per cent of Iberia, was 
given the remaining 67 per cent stake to Aviaco by the 
state holding company KEPI, which fully owns Iberia. The 
government did not immediately put a value on the 
transfer. Iberia has acknowledged it has been talking with 
several airlines about a strategic alliance. 

The airline has cut costs substantially to recent years 
and announced a group net profit of Pta3-5bn ($24m) in 

1996, its first annual profit in many years. AP-DJ, Madrid 
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PAYMENT OF DIVIDEND 

Notice is hereby given to shareholders that following a resolution passed at the AnnuaJ General 
Meeting of the Company held on 4th June, 1 997, a dividend for the year 1 996 will be paid as 
follows: 


registered share 

CHF 20, -nominal value 
(No del val. 249 745) 


bearer share 

CHF 1 0O-nomtnal value 

(No de val. 249 745) 


bon de jouissanoe to bearer 
without nominal value 
(No de vaL 249 733) 


Gross 
Less 35% 
Swiss federal 
withholding tax 


(CHF) 

(CHF) 

(CHF) 

13.20 

66.00 

66.00 

4.62 

23.10 

23.10 


8.58 


42.90 


42.90 


NET per share 

Registered shares 

The dividend will be paid, free of charge, on 9th June, 1997 directly to the shareholders on 
record. 

Boris de jouissance and bearer shares 

The dividend will be paid, free of charge, as of 9th June 1997 upon presentation of coupon 
No. 32 (bearer shares) and of coupon No. 18 (bons de jouissance) to any branch in 
Switzerland of Union Bank of Switzerland, Pictet & Cie, Bank Julius Bar & Co. S.A., Bank 

Sarasin & Cie , Bank J. Vontobel & Co. S.A. and Bordier & Cie, or at the registered office of the 
Company. 

Shareholders are reminded that, in accordance with the Statutes of the Company, any dividend 
not claimed within 5 years of its due date becomes statute-barred in favour of the Company (i.e. 
as^of 20th May, 1997 for bearer shares coupon No.3 and for bons de jouissance coupon No! 

Geneva, 5th June, 1 997 On behalf of the Board of Directors 

The Chairman 
Elisabeth SALINA AMORINi 




N a ti ona l Fmander a, SLN-C. 
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Collared floating rate notes 
due December 1998 

The notes udO bear interest at 
625% per annum for the 
interest period 5 Jane 1997 to 
5 December 1997. Interest 
payable on 5 December 1997 
mitt amount to USS15&8S per 
USSS.000 note and USS3.177.08 
per USSIOO.OOO note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Derivatives? 


INTEREST RATES BONDS FOREIGN EXCHANGE EQUITIES COMMODITIES, 
SWAPS SWAPTIONS FUTURES FORWARDS OPTIONS EXOTICS. 

Download 
FREE today 


FinancialCAD 




www.finandalcad.com or call London 0171-495 3334 

If you think the technology you need costs tens of thousands of dollars, think again. 
Windows, Windows 95/NT Excel, Visual Basic, Visual C++, Borland Delphi and UNIX (July 97) 


■fenUCAD b t Mdoirt « wfsimd Mmt d fimnoyc*0 (gqwuaoa ■ US, umdi *>d» wtn asm ndwab m At rvm d *w iMMtH iddm 
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Shareholders of Gold Fields and Driefontein (collectively “the companies") are referred to the cautionary 
announcement dated 14 May 1997 and are advised that discussions between the companies and New Africa 
Investments Limited are proceeding. 


Caution should continue to be exercised in dealings in the shares oF the companies. 
Johannesburg 


4 June 1997 


Advisers to Gold Fields 
Standard Corporate and Merchant Bank 


Advisers to Driefontein 
Morgan Stanley & Co 
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AMERjCAS NEWS DIGEST 

Brahma shares 
list in New York 

Bnhma. Brazil’s largest brewer, listed its shares on the 
New i ark stock Exchange yesterday in the latest 
sample of Brazilian companies seeking to attract 
international investors. Following the listing last weds to 
New \ ork by PSode A?uear, the retailer, there are now 
Hve Brazilian companies with Level n depositary receipts. 
Up to 15 other Brazilian groups are believed to be 
considering following suit 

Brazilian companies have been reluctant to the past to 
list abroad, in part because of the higher level of 
disclosure required. However, the demand for capital that 
has resulted from three years of sustained economic 
powth has made them more responsive to the needs of 
international investors. 

Mr Marcel Telles, Brahma chief executive, said that 
more than SO per cent of the company’s shareholders were 
outside Brazil, primarily to the US, compared with l per 
cent six years ago. 

The listing would make trading easier for these 
shareholders, and the publication of the company's 
accounts under US accounting procedures might help 
attract other institutions that were not dedicated 
emerging market investors, he said. 

Geoff Dyer, SSo Paulo 

Tishman Speyer looks abroad 

’TCshman Speyer, one of New York's biggest real estate 
developers, said yesterday it was considering budding 
massive US- style retail and entertainment developments 
to the UK, Germany and Brazil. 

The company has formed an alliance to explore 
overseas developments with The Mills Corporation, a real 
estate company which operates four so-called 
“super-regional” mall developments in the US, which 
between them attract 18m visitors a year. These include 
the giant Potomac Mills development on the East Coast, 
which attracts visitors from a wide area around Baltimore 
and Washington DC. 

“The concept of retail and entertainment centres is 
virtually unexplored outside the US and Canada.” said Mr 
Laurence Siegel, Mills chairman. 

Richard Waters, New York 

Repsol expands in Argentina 

Spain’s Repsol group, pressing ahead on its acquisition 
trail in Latin America, has moved into the bottled-gas 
distribution business in Argentina with a 579m 
investment through Astra, its Argentine affiliate. The 
purchase of Algas, one of the four main companies in the 
sector, followed closely the announcement of a 5345m plan 
to build up the Repsol-Astra group's oil interests, 
establishing control over a network of 700 service 
stations. 

Repsol, which is a producer of liquefied petroleum gas, 
will now control about 13 per cent of the Argentine retail 
market through Algas and its offshoot Poligas Lujfin. 
which have 24 bottling plants and extensive storage 
facilities. 

Last year Repsol secured about 40 per cent of the j 

bottled gas market in Peru, the other main focus of its 
Latin American investment drive, by buying control of 
the leading company in the sector. Saigas, for 539m.- 

Repsol bas a 47.5 per cent stake in Astra, which it has 
been using as the vehicle to create an integrated oil and 
gas concern in Argentina, with activities in exploration, 
production, refining and marketing. David White, Madrid 

Lucent switches to Mexico 

Lucent Technologies, the US-based telecommunications 
company, will shift all its telephone production to its 
plant in Guadalajara in western Mexico by 2000. “Before 
this century aids, we are going to be producing in this 
state laf Jalisco] ... 100 per cent of production," said Mr 
Carlas Buo, director general of the Guadalajara plant 

"After representing 10 per cent of [the company's] 
production [in I99U this year we are producing for 85 per 
cent of world demand and next year it will be 95 per 
cent." he said. The six-year -old plant currently makes 
about 12m telephones a year. 

With the shift to Mexico. Lucent will step using Asian 
subcontractors. Mr Bue said. Production in Guadalajara 
includes 80 different models, ranging from basic 
telephones to more sophisticated digital and wireless 
units. Reuter, Guadalajara 

Pegasus buys DirectTV groups 

Pegasus Communications, the US media group, is to 
acquire five DirectTV providers for about 537m, consisting 
oT $33. 9m in cash and $3.lm in deferred payments. The 
providers collectively serve 18^00 subscribers, and the 
territories comprise more than 25L0Q0 households to 
three slates. 

Pegasus said the planned acquisitions will significantly 
add to its presence in rural areas of the south-east, upper 
Midwest and mountain states. 

AP-DJ, Radnor. Pennsylvania 


Chilean 
group to 
go ahead 
with ADR 
offering 

By Imogen Mark in Santiago 


Forestal Quifienco, the 
holding company for the 
Chilean Loksic group, wifi 
go ahead with its American 
Depositary Receipts issue as 
planned, despite the merger 
negotiations between VTR, 
Its telecoms unit, and CTC, 
the main Chilean tdecons 
compa n y. 

However, some market 
analysts are sceptical about 
the offering, which is expec- 
ted to raise about 5165m. 

“This is a buy-to-sell 
opportunity.” said one ana- 
lyst, who expects an initial 
price of about L200 pesos 
per share for a 15 per cent 
stake in the company, a dis- 
count of almost 50 per cent 
on assets worth $2bn to the 
market 

The holding company con- 
sists of substantial share 
packages in six widely dif- 
ferent s ubsidi aries, from 
telecoms (VTR, a 50.7 per 
cent stake) to beer and wine 
(CCU), copper cable 
(Madeco), pastas (Lncchetti), 
hotels (Carrera) and finan- 
cial services to Chile and 
other conn tries of the 
region. 

These include the OHCH 
group, which controls Chi- 
le’s number one bank. 
Banco de Santiago, a private 
pension fund, Qualitas, and 
banks in Peru, Argentina, 
Paraguay and Uruguay. 

The Santiago office of 
Banker's Trust, which is 
handling Qutoenco’s Hiting , 
says final approval of the 
company's ADR programme 
by the Securities and 
Exchange Commission is 
expected within the next 
flew days. The road show to 
present the company to 
potential investors in Sant- 
iago and abroad should start 
next week. The plan is to 
bring the company to mar- 
ket at the beginning of July. 

Should the CTC- VTR 
merger go ahead, VTR’s 
shareholders would swap 
their shares for a stake in 
the new venture. The 
merger makes sense for both 
sides, according to Ricardo 
Fernandez, an analyst at 
ING Barings in Santiago. 

CTC would see a solid 
increase to its profits, from i 
Telefonica del Sur, the Luk- 
sic-owned domestic carrier 
to two regions of southern 
Chile. CTC has no presence ! 
in those regions, so the : 
merger would give it almost 
100 per cent national cover- 1 
age. VTR’s long-distance 
carrier business adds 
another 4 to 5 per cent mar- j 
ket share to CTC with no 
extra administrative cost 

The two companies are 
engaged to a costly battle 
for the cable TV market, 
where neither is apparently 
making money, so a merger 
there wonld also be good far 
the shareholders. 

But Chile’s anti-monopoly 
commission has warned that 
a merger resulting in a sin- 
gle company taking a 97 per 
cent share of the telecom- 
cable TV market “can’t be 
done just like that - it needs 
to be authorised”. 


McDonald’s forced to 
reconsider US strategy 


By ffichard Tomkins 
in New York 

McDonald's, the US fast food chain, has been 
form! into a humiliating about-turn over its 
Ki-cvnt hamburger promotion, because of 
poor sales and growing signs of revolt 
;uikhir the franchisees who ran mast of its 
US restaurants. 

The promotion is likely to be remembered 
as one of tho watA marketing blunders in 
recent US business history, having been 
launched with a big fanfare only a few 

weeks ago. . ___ .. __ 

The decision to back away from the cam- 
paign leaves McDonald's without a strategy 
to counter sluggish domestic sales caused by 
competition from other fast food companies 
in tite UsS market - notably Burger King, a 
unit of Grand Metropolitan of the UK. 

McDonald’s introduced the 55-eent burger 
strategy in April as part of Campaign 55. a 
promotion named after Mr Ray Kroc s open- 
ing of the flrat McDonald’s restaurant in 
mss. The campaign was the first to be intro- 
duced hy Mr Jack Greenberg. Previously 
chief financial officer, who was appointed to 
the newly created job of chairman of 
McDonald's USA last October over the head 
«r Mr Edward Rcnsi, president and Chief 

Custrqpuni wen? offered the chance to buy 
elected menu items such as the $1.90 Big 
Mac «» a heavily discounted price of 55 
cents, but only if they bought a serving or 
fries and a drink at regular price*. 

Critics said customers were confused by 
the strings attached to the deal, es pe cially in 
the light of reports 

were quietly raising the pritra of drinks and 
Mrs. Customer* also found that the promo- 
tion offered insignificant savins* over the 





Edward Rend, president Jack Greenberg 
was promoted over his head last October 

cost of existing cut-price combination meals. 

McDonald’s said the promotion would be 
retained for breakfast Items, where it had 
proved more successful, but would he 
phased out for ra»in menu items. Mr Richard 
Siarrman. a senior vice president, said cus- 
tomer response in the first six weeks off the 
Punch and dinner component of the value 
initiative was “not up to our expectations" . 

Mr Mitchell Speiser. analyst at L ehman 
Brothers, said be was dropping Ids “buy" 
rating on McDonald’s stock. He said the 
company’s international growth would be 
unlikely to compensate for weakness on the 
US side while the company formulated a 
new domestic strategy. In early trading the 
company's Shares were 5% down at 54SIL 


P&G to get ahead by marketing 

Hair care to laundry products group aims to double global sales every decade 


I t’s called helmet-head, 
the effect you get from 
hairsprays that turn 
your hair into a sticky, solid 
lump perched uncomfortably 
atop your bead. 

But if the advertisements 
are to be believed, Procter & 
Gamble has the answer if s 
Pantene with Blast esse, the 
revolutionary new hairspray 
that provides flexible hold 
without that sticky feeling. 

“Feel your hair, not your 
hairspray,” the slogan goes. 

Last week Mr John Pep- 
per, chairman and chief 
executive, used Pantene 
with Elastesse as an exam- 
ple of the strategies Procter 
& Gamble win be deploying 
in an effort to achieve the 
most aggressive growth tar- 
gets it has ever set itself. 

Although Procter & Gam- 
ble iis” been delivering satis- 
factory profit growth, its 
sales, held back by the matu- 
rity of its large, US market, 
have recently been flagging. 

In the nine months to 
March, volumes rose by just 
2 per cent, and revenues, hit 
by shifts in mmlmTigP rates, 
were virtually flat. 

But in a presentation to 
Wall Street analysts in 
New York last week - only 
the second since he took 
the top job in mid-1995 - 
Mr Pepper set an ambitious 
goal of doubling last year’s 
sales of 535bn to the next 
10 years, ri onhimg sales 
again every 10 years after 
that 

Mr Pepper says Procter & 
Gamble’s first building block 
for growth is to increase 
market share in its top four 


Proc^^GamUe 



The third strategy Procter 
& Gamble aims to pursue is 
to build new global busi- 
nesses out of company prod- 
ucts that now sad mainly in 
the North American market 
The main ones are paper 
tissue and towels, salty 
snacks, and healthcare, 
inMnriiwff pharmaceuticals . 


M r Pepper says the 
paper tissue and 
towel market was 
worth $24bn a year world- 
wide, almost equal to laun- 
dry products and 2Vi times 
the size of nappies: yet it 
was still underdeveloped in 
much of the world. 

Similarly, the world mar- 
ket for snacks was 532bn a 
year at retail, yet Procter & 
Gamble’s share is just 2 per 
cent 

Combined with an innova- 
tion effort to accelerate 
the introduction of new 
brands and categories, Mr 
Pepper says new businesses 
are expected to contribute 
an extra $12bn a year in 
sales over the next decade, 
so brin g in g the total to 
535bn. 

Mr Pepper warns that the 
“building block” estimates 
are approximate and depend 
on many assumptions, none 
of which would prove pre- 
cisely correct 
“But they do demonstrate 
the feasibility of what we are 
setting oat to da We clearly 
have more opportunities 
ahead of us than at any 
moment in this company’s 
history.” 

Richard Tomkins 






categories - laundry, hair 
care, nappies and feminine 
hygiene. 

“Over the past two years, 
these four categories 
accounted for over two- 
thirds of our total sales 
growth - yet we are only 
scratching the surface,” he 
says. 

In each of these four cate- 
gories, Procter & Gamble is 
already global market 
leader. 

But market shares differ 
widely from one country to 
another, so the company is 
setting out to close the gap 
hy raising market shares in 
those countries where they 
are low to the sort of levels 
seen in countries where they 
are high. 

The key to increasing mar- 
ket share in these categories, 


says Mr Pepper, will be prod- 
uct innovation. . 

The group aims to develop 
products like Pantene with 
Elastesse, which it claims 
work better than those made 
by other companies, then 
use its powerful marketing 
resources to sell them at a 
premium price. 

P rocter & Gamble says 
that if it only gets 
half-way towards its 
goal of closing the market 
share gap in its top four cat- 
egories, it will earn another 
510bn a year in sales out of 
its $35bn-a-year target 
It aims to get another 55bn 
by using similar strategies 
to its other categories, such 
as Crest toothpaste, where it 
has slipped badly to product 
innovation. 


Mr Pepper says the compa- 
ny’s second big opportunity 
for growth is in emerging 
markets such as central and 
eastern Europe, China, and 
the southern parts of Latin 
America. 

He says 30 per cent of the 
consumers available to Proc- 
ter & Gamble today live in 
China, and sales there are 
expected to cross the $lbn 
threshold this year. 

Mr Pepper says emerging 
markets should provide 
annual sales of $7bn-$8bn 
towards the company's 
$35bn goal 

“Ten years ago we were 
able to reach only ibn con- 
sumers: now we are able to 
reach ■L5bn," he says. 

“I think we often don’t 
stop to consider the signifi- 
cance of that” 


A. r* ■& ’: • 
• ■ %>•' ' 



Figures that make good reading. 


Last year we continued our successful progress. 
In 1996 Group sales grew by 6. 2 percent, whilst 
pre-tax profit was 11.1 percent up and net income 
for the year increased by 10. 4 percent Capital 
expenditure reached an all-time high of over 
DM 1.1 billion. The dividend will be raised from 
DM 16.00 to 17.50 and earnings per share 
went up 10.3 percent to DM 44.10 according to 
theDVFA/56. 


The stock market recognised our business 
achievement with a further increase in the price 
of Unde shares. Following DM 940.00 at the 
end of 1996^ the quotation has now readied 
record levels. Over the past 15 years, Linde shares 
have averaged an annua! yield of 11.2 percent 

The new year is again off to a good start 
We expect 1997 to see further growth in sales 
and even higher profits. 

For more information please contact 
Linde AG, Public Relations 
Telefbne;++ 49-611-77 03 17 
Telefax: ++49-611-77 06 90 


The Linde Gmup hi figures 

6n n^Bons of DM unless 
otherwise indicated) 

1996 

1995 

Sate revenue 

8801 

8284 

Orders received 

8936 

8592 

Orders in hand 

6101 

6050 

Capital expenditure 

1109 

933 

Humber of employees at year end 

30746 

3006S 

Equity capital 

as * of balance sheet total 

4269 

51 

4026 

53 

Results from 
ordinary activities 

689 

620 

Net income for tiie year 

396 

359 

Cashflow 

- 1001 

891 

Dividend (in DM) 

17.5 

16 


V 
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Continental 
signals fresh 
costs drive 


By &aham Bowtey 
in Frankfurt 

Continental, the German 
tyre manufacturer 7 , yester- 
day signalled possible fur- 
ther moves to shift produc- 
tion outside Germany and 
western Europe as it 
announced a 47 per cent rise 
in pre-tax profits in the first 
five months of this year. 

Mr Hubertus von Grtln- 
berg, chairman, hailed the 
improvement as fruits of the 
company’s restructuring, 
which has already seen it 
shift some production from 
expensive regions in Europe 
and the US to cheaper areas 
such as the Czech Republic 
and Portugal 

It is our Jim, as I have 
mid, to have 40 per cent of 
our production supply in 
such low cost places,” he 
said. The cdmpany was 
working to forge stronger 
links With mark Pits in south- 
east Asia, the former Soviet 
Union, eastern Europe and 
South America. It dosed its 
Dublin plant last year. 

Con tinent al said sales in 
the first five months of 1997 
were DM4-4hn ($2.55bn), 2.3 
per cent higher than in the 
same period -last year. 

Mr von Gr&nberg said he 
expected sales in 1997 to 
grow about 5 per cent to 
DMllbn. Pre-tax profits in 
the first five months were' 
DMlfiSm. 

“The first five months of 
1997 show we can continue 
and increase further the 
good developments of 1996 in 


the current year,” he said. 

The market reacted posi- 
tively to the results, with 
Continental shares rising 
about DM1 to DM40.50, 
before dosing at the end of 
electronic trading at DM39. 

Continental said General 
Tyre, its US unit, had started 
the year especially welL It 
said its passenger tyre divi- 
sion had recorded growth 
but that its truck tyre arm 
was still struggling. 

Mr van Grtruberg said he 
expected profits to increase 
significantly this year, 
helped by progress in 
General Tyre, in ContiTech, 
the technical products arm, 
and in its passenger car tyre 
division. 

The move to shift produc- 
tion to a lower-cost region 
would be the latest example 
of a German company mov- 
ing production abroad to 
avoid high German labour 
costs and to take advantage 
of more flexible working 
practices. 

Several big German com- 
panies. including Volkswa- 
gen and Daimler-Benz, have 
set up production in areas 
such as the US and eastern 

Europe. 

It would also be the latest 
part of Continental's cost- 
cutting drive and wider 
restructuring over the past 
few years, which has seen its 
workforce cut by about 20 
per cent 

\The group might close one 
of its three European com- 
mercial tyre plants - in Ger- 
many. Belgium and Austria. 


Swedish exchange merger plans collapse 


By Greg Mctvor 
in Stockholm 

A planned merger between 
the Stockholm Stock 
Exchange and OM, the Swed- 
ish der i v a t i ves exchange, to 
create a unified Swedish 
equities and der ivative s mar- 
ket collapsed yesterday after 
a group of the stock 
exchange’s shareholders 
blocked the deal 

Svens ka Handelsbanken, 
Nordbanken, Swedbank and 
FOreningsbanken, leading 
Swedish banks which 
together hold a 20 per cent 
stake in the stock exchange. 


were unhappy that new 
bourse would have been 
dominated by Sweden's Wal- 
lenberg Industrial empire. 

Investor, wmte Wallen- 
berg investment vehicle, is 
the biggest shareholder in 
OM and controls Skandina- 
vlska EnskUda Banken, 
another large bank. In tu rn . 
OM is the stock exchange's 
biggest shareholder with a 
21 per cart stake. 

Wallenberg interests 
would have held about 24 
per cent of the merged 
group, more than any other 
single shareholder. The 
group’s policy is to be the 


d ominant owner of compa- 
nies In which it invests. The 
family controls companies 
which together account for 
some 40 per cant of the total 
market capitalisation of the 
Stockholm exchange. 

The failure, after 12 
months of negotiations, is a 
stinging rebuff for the 
bourse's nramiggiwpwt it 

portrayed the deal as impor- 
tant for Stockholm to meet 
growing international com- 
petition and the challenge of 
European monetary union. 

Mr Bo Mattsson, head of 
Swedbank Securities, said: 
“We felt, along with the 


other banks, that the fore- 
seen ownership structure 
would not be beneficial to all 
market actors.” 

He stressed that the objec- 
tion was not against Wallen- 
berg influence per se, but 
against the “sheer size of 

[their] ownership”. 

The banks made their 
objections public in March. 
Apart from the ownership 
issue, they feared a conflict 
between the merged group's 
status as a listed company 
and Its responsibility for 
regulating the market. 

Mr Bengt Ryden, Stock- 
holm Stock Exchange presi- 


dent, said the two manage- 
ments remained convinced 
of the potential advantages. 
“But we have found that 
some of the stock exchange’s 
major owners do not think 
the benefits are large 
enough." he said. 

Mr Per Larsson, OM chief 
executive, said the two par- 
ties would continue explor- 
ing possible collaboration 
and he did not rule out & 
future merger. The “techni- 
cal composition” of the 
failed proposals could be 
reappraised, he said. 

A merger, which would 
have taken the form of a 


takeover of the stock 
exchange by OM, would 
have created the dominant 
exchange in the Nordic 
region. 

The Swedish government, 
which holds a 7 per cent 
stake In the stock exchange, 
and the central bank had 
applauded the creation of 
fully integrated trading 
infrastructure spanning 
equities, bonds, options and 
futures. Both saw rationalis- 
ation as a way for Stockholm 
to advance its status as the 
Nordic financial capital and 
to attract greater liquidity to 
the market 


Unisource moves to restore momentum 

Analysts remain doubtful about the alliance’s ability to shake off Telefonica’s recent defection 

UI 


nisource, an alliance 
Dutch, Swiss and 
Swedish telecommu- 
nications operators, this 
week moved to stem suspi- 
cions that it might fall apart 
after the defection last 
month of one of Its key 
members. 

It announced a new, $2bn 
company through which its 


members - PTT Telecom of 
the Netherlands, the Swiss 
national operator, and Telia 
of Sweden - intend to pool 
their wholesale transmission 
services to other operators. 

The plan, however, did 
little to dispel analysts’ 
concerns Burt the fllHnnw* is 
in trouble following the 
recent defection of Spain's 
Telefonica. 

Mr Andrew Harrington, 
senior telecoms analyst for 
investment bankets Salomon 
Brothers in London, reflects 
the view of many in the 
industry when he says: 
“There is a lot of scepticism 


about Unisource. This looks 
like a defensive move 
designed to Tnimi<- Concert. 
But it is a weak response.” 

Concert la a joint venture 
between British Telecommu- 
nications of the UK and MCI 
of the US, which was 
designed to fight for a signif- 
icant share of the telecoms 
traffic of multinational 
companies. 

There are three principal 
alliances globally battling 
far such business: Concert, 
now joined by Telefonica; 
Global One, which is owned 
by Sprint of the US, 
Deutsche Telekom and 
France Telecom; and finally 
WorldPartners, which links 
Unisource and AT&T of the 
US. 

The latest Unisource deal 
involves the joining together 

Of frhg intematinrml Carrier 

divisions of PTT Telecom, 
Swiss Telecom and Telia 
into a “new” company called 
Unisource Carrier Services. 






James Cosgrove: This is going to be a scale and cost game 1 


A^ttomsacurilw /aWrpJmnjatt McadtatiMrnrtqBMan iwntf on^: 


26,000,000 Shares 


Hartford Life 


Hartford Life, Inc. 


Class A Common Stock 

(par value &01 per share) 


The new company is 
expected to have initial reve- 
nues of S2bn and about 900 
employees across Europe. 

The aim is to cut costs and 
achieve economies of scale 
through the consolidation of 
physical assets. 

Eventually, the new com- 
pany hopes to provide a 
range of new and advanced 
telecoms services. 

However, it will need 
approval from the European 
Union competition authori- 


ties in Brussels, hut Mr Paul 
SmitS, UniSOUTCe chairman, 
is confident that this will be 
forthcoming. “We are pretty 
confident,” he said yester- 
day. “We will be a substan- 
tial player, but not a domi- 
nant one.” 

Mr Stig Johansson, presi- 
dent of the new company, 
said: “By further strengthen- 
ing our carrier business, we 
are ideally positioned to take 
maximum advantages of the 
opportunities the liberalised 


European telecoms market 
will present,” 

Outsiders could be for- 
given for a measure of confu- 
sion over the new develop- 
ment 

Unisource Carrier Services 
already exists, under Mr 
Johansson's leadership. It 
acts as the agent for the 
three Unisource sharehold- 
ers in negotiations with 
other operators which want 
to transmit international 
traffic on the Unisource 
network. 

owever, UCS's big- 
gest customer is and 
will continue to be 
AT&T-Unisource, which was 
formed from the combina- 
tion of the European data 
and business voice services 
of the two partners. 

Mr James Cosgrove, chief 
executive of AT&T- 
Unisource, said the merged 
operation would be able to 
provide the company with 
advanced services at lower 
prices. 

“This is going to be a scale 
game and a cost game,” he 
said, alluding to the opening 
of the European telecommu- 
nications market to full com- 
petition on January 1 next 
year. 


He said his prices were 
determined by two factors: 
the cost of carriage and the 
cost of local access to 
customers. 

The new UCS would pro- 
vide lower cost carriage, 
while competition would 
drive down local access 
prices after liberalisation, he 
said. 

The new deal, moreover, 
ties the three shareholders 
together more tightly. 

The Unisource alliance has 
looked increasingly shaky in 
recent months, a perception 
underlined by the defection 
last month of Telefonica. 

Mr Tim Hirst, telecoms 
analyst with Dresdner 
Kleinwort Benson in 
London, suggests that Stet, 
the Italian group, could be 
interested in joining AT&T 
in the Unisource consortium 
as the result of a complex 
series of partnership 
realignments. 

Mr Smits of Unisource. 
however, says the group is 
not necessarily looking for a 
fourth partner. 

A new shareholder, he' 
says, “would have fully to 
believe in the overall scheme 
and it Is a daring one". 


Alan Cane 


5,200,000 Shares 

Ws portion at Vm casting ms oBgredoutskie Lhterf Strifes by (to im/km/gnetL 

Goldman Sachs International 

Merrill Lynch International 

Morgan Stanley Dean Witter 

Smith Barney Inc. 

ABN AMRO RotfiscfiBd Banque Nationale de Paris Barclays deZdeteWedd Limited 
Dresdner Kleinwort Benson Yamaichi international (Europe) Limited 


20,800,000 Shares 

Ttepoi*>n<*toaaodwwaso8gmdtotoUnae<lSuiiubyBiB ml Br&iet L 

Goldman, Sachs & Go. 

Merrill Lynch & Co. 

Morgan Stanley Dean Witter 

Smith Barney Inc. 

Credit Suisse First Boston A.G. Edwards & Sons, Inc. Edward D. Jones & Co., LP. 
Lehman Brothers PaineWebber Incorporated Prudential Securities Incorporated 
Advest, Inc. Sanford C. Bernstein & Co^ Inc. J. c. Bradford & Co. 

Conning & Company DalnBosworth Fox-Pitt, Kefton Inc. 

Legg Ma sonWoo d Walker Piper Jaffray Inc. Principal Financial Securities, Inc. 
Raymond James & Associates, Inc. The RobmsorvHumphrey Company. Inc. 

Stephens Inc. Sutro & Co. Incorporated Wheat Hist Butcher Singer 

Dowling & Partners Securities, LLC Interstate/Johnson Lene 

Janney Montgomery Scott Inc. NeubogerTB^nan, LLC 
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Shareholders in AB Volvo (publ) are hereby summoned to an 
Extraordinary General Meeting as a step in the redemption 
offering regarding the Volvo share The Meeting will be held 
at Rondo, Orgrytevagen, Goteborg, 
at 10.00 a.m. on Thursday, June 26, 1997. 


Agenda 

1. Opening of the Meeting 

2. Election of Chairman of the Meeting 

3. Preparation and approval of the Hst of 
shareholders entitled to vote at the 
Meeting 

4. Approval of the agenda 

5. Election of minutes-checkere and vote- 
checkers 

6. Determination of whether the Meeting 
has been duly convened . 

7. The Board, of Directors’ proposal regard- 
ing a reduction in the share capital 
through the redemption of shares, in 
accordance with the decision made by 
the 1997 Annual General Meeting to 
offer shareholders an opportunity to 
redeem one share in AB Volvo for each 
20 shares held, at a redemption price 
per share that corresponds to the aver- 
age price of a Series B Volvo share; 
computed in a specified mann er, phis 
SEK 40. 

8. The Board of Directors' proposal re- 
garding an increase in the share capital 
through a bonus issue and the write-up 
of the par value of shares from SEK 5 
to SEK 6 each and the resulting amend- 
ment to §5 of the Articles of Associa- 
tion, which will then have the follow- 
ing wording; 

"The par value of the shares shall be 
SEK 6 (six).” 

The Board of Directors' complete proposal 
regarding points 7 and 8 and documentation 
pursuant to chop 4, 4§ of the Swedish com- 
panies act will be available at AB Volvo’s 
Head Office as of June 19, 1997. 

Right to participate in the Meeting 
Participation in Volvo's Annual General 


Meeting is limited to shareholders who are 
recorded in the share register on June 16, 
1997 and who advise Vcdvo not later than 
1200 noon (Swedish local time) on June 23, 
1997 of their intention to participate. 

Share registration 

Volvo's share register is maintained, by 
Vardepapperscentralen VPC AB (Swedish 
Securities Register Center). Only owner- 
registered shares are listed in the names of the 
shareholders in the share register. To be 
entitled to participate in the Extraordinary 
General Meeting, owners of shares registered 
in the name of a trustee must have the shares 
registered in their own names 

Shareholders who have trustee-r eg istered 
shares should request the bank or broker 
holding the shares to request owner- 
registration, so-called voting-right registration, 
several banking days prior to June 16, 1997. 
Trustees normally charge a fee for this. 

Noticato Volvo 

Notice of intention to participate in the 
Meeting may be given 

• by telephone to +46-3 1 -59 00 00 

• or in writing to: 

AB Volvo (publ) 

Legal Department 

S-405 08 Goteborg, Sweden 

In providing such notice the shareholder 
should state 

• name 

• personal registration number (where 
applicable) 

• address and telephone number 
Shareholders who desire to participate in 
the Meeting, must submit notice prior to 
expiration of the notice period, not later than 
Monday, June 23, 1997, 12:00 noon (Swedish 
local time). 


VOLVO 
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“Hurriyet is the first and only Turkish national newspaper to receive 

the ISO 9001 certificate...” 



Apart from our devoted readers in five continents and our sales exceeding any other Turkish newspaper, 
there is now a third indicator of our dedication to quality: The ISO 9001 certificate. 

And all we had to do for it was what we have been doing for the past 49 years. 

If you have any intention of investing in Turkey, make sure you invest on quality. 

Make sure you choose the opinion leading and best selling Turkish newspaper: Hurriyet. 



urnye 



The Leading Turkish Daily Newspaper 


visit oufweb site at www.hurriyet.com.tr 
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British Energy reports 
£200m reversal of fortune 


By Simon Hofoerton 


British Energy, the nuclear 
utility privatised last July, 
yesterday unveiled a more 
than £200m ($326m) turn- 
around in profitability when 
it announced profits of £6lm 
for the year to March 31 
compared with a loss of 
£155m previously. 

British Energy also 
removed a major uncertainty 
surrounding its future when 
it announced the si g nin g of 
a contract with British 
Nuclear Fuels, for the repro- 
cessing and storage of spent 
nuclear fuel 

The £L5bn contract for a 
third of all spent fuel from 
the company's seven 
advanced gas-cooled reactors 
means that the company has 
achieved certainty over the 
future cost of its nuclear 
waste. 

This would enable it to 


write back provisions made 
for alternative fuel process- 
ing. These write hacks would 
add £10m to pre-tax profits 
from this year. 

Investors reacted 
favourably to the news, 
markin g up the company’s 
company’s shares by 9p to 
148p. 

Mr Hawley also said the 
company was close to the 
formation of a joint venture 
with Pennsylvania Electric 
Company. 

This would seek to buy 
poor performing nuclear 
power stations in the US and 
turn them around, much in 
the same way British Energy 
has been able to do with its 
UK stations. 

Mr John Robb, Chairman, 
said the company had 
achieved “significant 
improvements’’ In its 
financial performance, 
“delivering a profit for the 


first time". 

However, in a meeting 
with analysts he said the 
company had a long way to 
go to satisfy him. “We are 
only marginally profitable 
and we have a long way to 
go to where we want to be," 
he said. 

Mr Robb told analysts that 
a strong cash flow was one 
thing, but he wanted to see 
British Energy move as 
quickly as possible to 
achieving a dividend pay-out 
covered by profits. 

The company declared a 
final dividend of 9.1p which, 
made I3.7p for the year. The 
dividend will absorb £96m, 
while post- tax profits 
amounted to only £36m- 

Profits were struck on 
t ur n o ver up 13 per cent to 
£1.87bn on the hack of a very 
strong performance by the 
company's eight nuclear 
power stations. 


Notice Of A Meeting 
of the holders of the oatstanding 

U.S. $80,000,000 

3Vs per cent. Convertible Bonds 
due 2004 
of 

Somprasong Land Public Company Limited 

(the ‘Issuer”) 


NOTICE IS HEREBY GIVEN chat a Meeting of the holders of the above Bonds (the “Boodhoklen”) 
convened by die Trustee will be held at the offices of Linklaras & Paines at Barrington House, 59/67 
Gresham Street, London EC2V 7JA on Tuesday, 1st July, 1997 at 11am (London time) for the purpose of 
considering and, if thought fit, passing the following resolutions which will be proposed as two separate 
Extraordinary Resolutions in accordance with die provisions of the Trust Deed (the “Trust Deed”) dated 
2 1st January, 1994 made between the Issuer and Bankers Trustee Company Limited (the "Tnutee”) as trustee 

for the Bondholders. 

Extraordinary Resolution 

1. "That this Meeting of die holders of the outstanding US. $80,000,000 3% per cent. Convertible Bonds 

Trust Deed dated 21st Janirar^^L&M^e “Trust Deed^macL between the Issuer and Bankets Trustee 
Company Limited (die ‘Trustee") as tnutee for the holders of the Bonds (the "Bcndholdera") hereby: 
(i) the Issuer having defaulted in payment of interest due in respect of die Bonds an 21st January, 1997 
and such defoulthaving continued for more dial 14 days thereafter, requests the Tnutee ro give notice 
to the lsuer that the Bonds arc immediately due and repayable; and 
(ii> discharges and exonerates the Tnutee from any liability to Bondholders in respect of acting In 
accordance with die request in (i) above.” 

Extraordinary Resolution 

2. "That this Meeting of the holders of the outstanding US. $60,000,000 ¥A per cent. Convertible Bonds 
due 2004 (die “Booda") of Somprasong Land Public Company Limited (the "Issuer") constituted by die 
Trust Deed dated 21st January, 1994 (the "Trust Deed”) made between the Issuer and Bankets Trustee 
Company Limited (the "Trustee") as trustee for die ho Idea of the Bonds (the "Bondholders”) hereby: 

(i) if notice is given by die Trustee to the Issuer that the Bonds are immediately due and repayable 
(whether in accordance with a request of Bondholders given in an Extraordinary Resolution or not), 
requests the Trustee (subject to in rights under the Trust Deed to be indemnified) ro cake aU action 
which it is able to take necessary to enforce repayment of the Bonds together with all interes t ac c r ued 
and any other amounts due In respect of the Bonds which action shall include commencing 
proceedings for the winding up of the Issuer or ocher similar steps which may be taken hy theTrusree 
to enforce repayment of the Bonds under die laws of die Republic ofThaihnd; 

(ii) requests and authorises Barclays Nominees (Provincial) Limited (“Barclays 0 ) as the sole registered 
holder of the Bonds ro appoint the Trustee as its attorney on such terms as may be agreed between 
Barclays and the Trustee for the purposes of carrying out the mama described in (i) above subject to 
Barclays being indemnified to its satisfaction; 

(lii)agrees chatpriar to caking any proposed action in accordance with the request in (i) above the Trustee 
may, and, at the request of any Bondholder whatever the principal amount of Bonds held, shall call a 
meeting of Bondholders (but shall not be obliged to do so unless indemnified m its satisfaction) for 
the purpose of passing an Extraordinary Resolution (as defined in the Trust Deed) of Bondholders to 

(a) approve any such proposed action; and 

(b) discharge and exonerate the Trustee from any liability to Bondholders and holders of the 
Coupons relating to the Bonds by taking any such proposed action as has been approved by 
Extraordinary Rooludon 

and discharges and exonerates the Trustee from any liability to Bondholders which it may have or 
incur as a result of refraining from taking any such proposed action until such proposed action has 
been approved by an Extraordinary Resolution of Bondholders; 

(iv) Hgrecs that a meeting of Bondholders which, in die opinion of the Trustee is called for the purposes 
of passing an Extraordinary Resolution as described In ( iii) above, may be called by the Trustee on not 
less than 5 days’ notice (exclusive of the day on which notice is given and of die day on which the 
meeting is held) but otherwise in accordance with die Trust Deed; and 

(v) discharges and exonerates the Trustee and Barclays from any liability to Bondholders which it may 
have or incur as a result of die Trustee acting In accordance with this Extraordinary Resolution 
including any loss or reduction in total amount received or receivable by them.” 

Background 

The Issuer foiled to pay interest in respect of the Bonds an 21st January, 1997 and within the grace period 
applicable under the Conditions. At an informal meeting of Bondholdets held on 22nd May, 1997, those 
Bondholdas present indicated that they wished the Trustee to give notice to die Issuer that the Bonds are 
imm edi ately due and repayable and to cake steps to enforce repayment of the Bonds. The Trustee is now 
sedcLng formal approval of this course of action. The Trustee is not, though, obliged in take any action 
unless indemnified to its satisfaction. 


Barclays holds the Bonds as nominee for the Clearing System (described below) and has no beneficial 
interest in the Bonds. 


The Tru stee has accordingly convened a Meeting of the Bondholdets by the above Notice to request their 
agreement by the Extraordinary Resolutions to the matters contained in such Extraondinary Resolutions. 
The attention erf Bondholders is particularly drawn to the quotum required for die Meeting and for as 
adjourned Meeting which Is set out In paragraph 3 of "Voting and Qumum” below. 

Copies of the Trust Deed ( including the Terms and Conditions of the Bonds) and financial information 
available to the Trustee relating to die Issuer will be available for inspec norland forms of proxy referred to 
bekrw will be available for collection by Bondholders at the specified offices of the Principal Paying Agent, 
Registrar and Faying, Conversion and Transfer Agents during normal business hours from 6th June, 1997 
being the date on which this Notice will be deemed to be served. 

Voting and Quorum 

L AhoUerof a Bond may, by executing and delivering a form of proxy in the English language to one of the 
offices specified below of the Principal Paying Agent the Paying Aaenns or the Registrar not less than 
24 hours before the time fixed for die meeting, appoint a proxy. 

2. A corporatioamay by resolution in the English language of its directors or other governing body delivered 
to oneof die office s specifi ed below of the Principal Paying Agent, die Paying Agents or the Registrar not 
less than 24 hours before the nine fixed for the meeting, appoint a petson ro act as its representative in 
connection with the meeting. 

Those who hold their Interests in Borah through CedelBank, sod&d anonymeot Morgan Guaranty Trust 
Company of New To* as operator of the Eurodear System (each a "Clearing System") arid who wish ro 

attemi and vote at the Meeting should contact the relevant Clearing System to make arrangemeno to be 

appointed as a proxy in respect of the Bonds in which they have an interest for the pui ~w. rvf arr ^ T ,.4i r , 0 
and voting at the Meeting. 

4. Those who hold their interests in Botsdsrhrau^i'a, Clearing System and who wish to vote at but do not 

wish u attend the Meeting should contact the relevant Clearing System ro arrange for another person to 
be appointed^ a proxy in respect of die Bonds in which they have an interest ro attend and vote at the 
Meeting on their behali or ro make arrangements for the votes relating to the Bonds in which they have 
an interest to he cast on thetr behalf by the Principal Paying Agent acting as a proxy. 

5. The quorum required ar che Meeting is two or more persons present in person holding Bmvi, or bring 
proxies or representatives and holding or repres e nting in die aggregate a dear majority in principal 

^amtoftne Borah tor the time being outstanding (as defined in the Trust Deed). If within 15 minute 
nrandie time fixed for the Meeting a quorum is not present the Meeting shall stand adjourned for such 

being l«s than 14dayB nor more than 42 davs. and to such time and place, as may b» appointed 
byche Ch airm an of the Meeting. At such adjourned Meeting the quorum shall be cwo or more persons 

^“7 qjjcstion submi tted ro the Meermg will be decided on a show ofhands unless a poll isduly demanded 
by the Chairma n of the Meeting or the Trustee or by one or more persons holding one or more Bonds or 
besng proxies or representatives and holding or representing in the aggregate not less than two per ccnc. 
in pnnci pal am ount of tne Bonds for ihc rime being outstanding. On a show of hands every person who 
Is present in perxm and produces a Bond or is a proxy or representative shall have one vote. On a poll 
every ^ person who is so present shall have one vote In respect of each Bond so produced or in respect of 
which he Is a proxy or representative. 

7. lb be passed, the Extraordinary Resolutions require 3 majority in favour consisting of rmr Iwa thnn rbr r^ 
quarte rs ot the votes cast. If passed, the Extraordinary Resolutions will bebtnding otiall the Bondtaldcn, 
whether or rax present at such Meeting and whether or not voting. 


Principal Faying Agent 
Bankets Trust Company 
I Appold Street 


London EC2A2HE 


R e g is tr ar 

Bankets Trust Luxembouig S A. 
14 Boulevard F.D. Roosevelt 
L*24 50 Luxembourg 


Paying, Conversion and Transfer Agents 
BankereTtustUraerribouigSA. Credit Suite® 

14 Boulevard F.D. Roosevelt Parndeplat*8 

L-2450 Luxembourg 8001 Zurich 

Switzerland 


5 th June, 1997 




Allied Colloids 
advances to 
£10m but warns 


By Roger Taylor 


David Farrar, warned of impact of rising raw material prices 


Allied Colloids cautioned 
yesterday that higher raw 
material costs and the 
strength of starling could hit 
the UK speciality chemicals 
group’s profits this year by 
qp to £10m ($i66m). 

Analysts cat their 3.997 
forecast from about £80m to 
£76m and the shares closed 
i%p Iowa- at i28Kp. 

The caution emerged as 
Mr David Farrar, chief exec- 
utive, revealed a 30 per cent 
rise in pre-tax profits to 
£54. 6m (£42. lm) last year, 
boosted by the acquisition of 
CPS of the US, together with 
improved group margins. 

Mr Farrar said lower mate- 
rial prices and increased effi- 
ciency had pushed gross 
margins up from 36 to 39 per 
cent Turnover for the year 
to March 31 rose to £438m 
(£393m). 

CPS, the US chemicals 
company bought in January 
for £230m, contributed prof- 
its of £3Bm after Interest in 
the last three months, from 
sales of Eggm. 

Mr Farrar said the integra- 


tion of the two companies 
bad gone welL CPS now sup- 
plied 20 per cent of its out- 
put to Allied Colloids, produ- 
cing savings of $4.4m 
(£2L69m) a year. He was aim- 
ing to expand European 
sales of CPS products, some 
of which had previously 
been marketed in the US 
only, and to increase CPS 
profits from £6m to £40m 
over the next five years. 

Allied Colloids’ largest 
divisions achieved strong 
sales growth, with pollution 
control up 13 per cent, paper 
up 11 per cent and mineral 
processing up 5.9 per cent 
Other dhdsians were weaker. 
In particular, textiles sales 
fell 7.6 per cent. Mr Farrar 
said it needed to refocus its 
sales effort away from weak 
markets tn Europe towards 
Asia and Latin America. 

Following last year's 
2-for-7 rights issue at ll8p to 
fund the CPS acquisition. 
ffflpringji per share were up 
21 per cent at 6.76p. The divi- 
dend is Increased 10 per cent 
to 3.lSp CL86p) with a recom- 
mended final payment of 
251p (228p>. 
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Valmet 
to buy 
Atlas for 
£86.2m 


By David Blackwell in 
London and Greg Mctvor in 
Stockholm 


Atlas Converting 
Equipment, the packaging 
equipment maker, Is to be 
bought for £86.2m (fldOJSm) 
by the world's largest paper 
machinery maker. 

The board is recommend- 
ing the offer of 8l5p a share 
- a 26 per cent premium to 
Tuesday's close - from Val- 
met oT Finland. 

Mr Chris Rogers, chair- 
man of Atlas, said that he 
nTiri three other founders 
representing 26 per cent of 
the shares had given irrevo- 
cable undertakings to 
accept “There is no-one in 
the UK or worldwide better 
than Valmet - this should 
safeguard the business.” 

About 90 pm- net of Atlas's 
production Is exported - 45 
per cent to south-east Asia. 

Valmet said the acquisi- 
tion would enable it to offer 
a full range of products to 
the packaging industry 
worldwide. Mr Matti Stmd- 
berg, chief executive, said 
there was little overlap 
between operations. 

The price represents an 
exit multiple of 14 times, 
which one London analyst 
covering Atlas believed 
should have been higher. 
But analysts following Val- 
met were not impressed; the 
shares closed FM3.20 (2 Op) 
off at FMS2.30 in Helsinki. 

Mr Colin Gibson, analyst 
at UBS In London, said it 
was unclear how Atlas fitted 
with Valxnef s heavy bias In 
paper machinery. 

Atlas has been advised by 
Hoare Govett, and Valmet 
by NM Rothschild. Brokers 
to the offer are Cazenove. 

Meanwhile, Valmet yester- 
day reported first-quarter 
pre-tax profits up from 
FM328m to FM548m. The 
increase was due to FM226m 
in one-off gains from asset • 
sales. Operating profits 
slipped from FM3l4m to 
FM292m. Turnover was up 
slightly, at FM8.7bn 
(FM3.8bn). Earnings per 
share were FM3.00 (FM3.06), 


Advance Bank 
Australia Limited 


US$150,000,000 
Floating Rate Notes 2006 


The notes ujUI bear interest 
at 6. 5625% per annum for the 
interest period from 5 Jane 
1997 to 5 September 1997. 
Interest payable value 
SSepte m be r 1991 will 
amount to USSK7. 71 per 
US$10,000 note. 


Agent' Morgan Guaranty 
TYust Company 


JPMorgan 


AUSTRALIA AND 
NEWZEALAM) BANHNQ 
GROUP LOOTED 
Starflng Roaring Ron Notes 
duo 1997 
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TOSH OKU FINANCE NETHERLANDS B.V. 
US ST0 600,000 
Floating Rate Notes 1998 
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SOUTHERN 

ELECTR 1C 


PRELIMINARY ANNOUNCEMENT OF RESULTS 
FOR THE YEAR ENDED 31 MARCH 1997 
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HIGHLIGHTS 


increase in value for 


Operating profit down 7.3% due to tightening 
regulation in distribution 


Prices to customers reduced by 14% in real 
terms over the last 12 months ' 


customers ami 


Controllable costs further reduced by 14.6% 
(45% in real terms over 6 yean) 


shareholders." 


) Key businesses operating profi 

Supi 


K. H. Coates, 


1 Profit before tax at j£255.5xn compared with 
j£283.0m in 1995/96 due to interest charges 
arising from shareholder value return in January 
1996 


CHAIRMAN 


'Dividend per share 21.5p as previously 
announced 
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i C r, 


announces 


I£X COMMENT 


_NFC,' the logistics and 
transport group, said yester- 
day it was now “out of the 
WOOdS", as H anVymwyd riift - 
posals- totalling £l5lm 
®4&n) and reported a rise 
in interim pre-tax profits. 

Tire company sold its Lynx 
parcels business for caspi, its 
BB3 car lease business for 
£12Qm, and its Pickfords US 
and Canada for £5m. 

Sir Christopher Bland, 
chairman, said the company 


had exited from two. bust-' 
nesses which were not core, 
but had reorganised its port- 
folio from a “position bf 
strength". 

He said: "Yes we are out of 
the woods. We are happy 
with the underlying perfor- 
mance of the company, and 
we are confident it . will con- 
tinue in the second half." 

Lynx has been sold to its 
management team backed 
by NatWest Ventures. BRS 
Car Lease is being sold to 
GE Capital of the US. The 


disposals are expected to 
leave the company's balance 
sheet virtually ungeared by 
the year-end. The company 
will receive net cash pro- 
ceeds of £145m from the dis- 
posals and will book an 
exceptional profit of £20m In 
the second half of 199&97. 

Sir Christopher said this 
would free up cash, poten- 
tially up to £200m to invest 
in further acquisitions or 
organic growth. Asia and 
North America would be 
favourite places to invest 


The company- reported a 13 
per cent rise in in t erim prof- 
its before tax and exoep ttao- 
als to £60. Im on turnover of 
£1.17bn (£U7bn). A £3Jhn 
profit on property disposal 
gave a pre-tax figure of 
£SL3m (£45.4m). 

The company announced a 
further £49m exceptional 
charge for reorganisation 
and a £2Qm exceptional 
profit in disposals which it 
said would be accounted for 
in the seoond half. The reor- 
ganisation is expected to 


lead to some fob losses, up to 
600, out of a total wor kf orce 
of some 40,000. . 

The £39m cash cost , of the 
reorganisation is expected io 
be paid back in. two years, 
but some analysts ques- 
tioned this and did not 
include the boost In their 
forecaste for the year. 

The disposals, which con- 
tributed £15.5m of operating- 
profits in 1935-96, are expec- 
ted to dilute earnings growth 
in the second half of this 
year. Analysts cut their fore- 


casts slightly by £5m to 

SI tern for the foil year- 
The company reported a 12 
per rent rise in -operating 
profits irr the UK .to. £39. tm,. 
while North' America; rose 7 
per, emit to £9An. In -conti- 
nental Europe, losses wore* 
ened-by is per cent to' £5 An. ' 
' The interim dividend, is 
maintained at 2.5p and' the - 
-foil-year pay-out- is also, 
expected to be unchanged. 
Earnings per share rose 10 
per cent to 43p. The shares 
closed upttpat 128Kp. ... - 
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Southern Electric 
‘can withstand 
windfall tax’ 


Greencore warns as sales slide 


By Simon Hofoerton 

Southern Electric, the 
Maidenhead-based electricity 
company, has the balance- 
sheet strength to withstand 
a windfall tax and return 
cash to shareholders, Mr lan 
.Marchant, finance director 
indicated yesterday. 

He acknowledged that the 
company's gearing - at 25 
per cent - was "not effi- 
cient'' and said the company 
would review tbe situation 
after it bad seen the govern- 
ment proposals for a wind- 
fall levy. 

Southern has made no pro- 
vision for the levy. However, 
analysts expect that it might 
have to pay about £i00m 
($163m) If the government 
sought to raise £5bn in total. 

“Now is not the time to 
put your bead above' the par- 
apet,” Mr Marchant said. 
“But we are committed to 
using the balance sheet to 
maximise shareholder 
value. 

Southern's undertaking 
impressed investors. The 
company's share price rose 
lip to 409y*p, after it 


announced a 9.7 per cent 
decline in annual pre-tax 
profits to £255.5m in the year 
to March 31. Turnover was 
up by 2.9 per cent at £L77bn. 

The recommended final 
dividend of I5.05p makes a 
total for tbe year of 21.5p - 
up 147 per cent Earnings 
per share slipped 13.6 per 
cent to 37.5p„ 

Mr Marchant said the com- 
pany planned to increase 
dividends in real terms by 
between 5 and S per cent a 
year until 2000 - when It 
faces a fresh review of its 
distribution business by 
Offer, the industry regulator. 


Southern also disclosed 


that it planned a £l00m 
investment in small-scale 
gas-fired power stations. It is 
building two 40MW open-cy 
cle gas plants and plans to 
build another five. 


On a divisional basis: dis- 


tribution operating profits 


were down 13 per cent at 


,3m; electricity supply 


profits were up 10.5 per cent 
at £22 An: generation profits 
up 35.6 per cent at £36i2m; 


and contracting profits up 


9.7 per cent at £15.&n. 


Zeneca’s fungicide 
gains US approval 


By Roger Taylor 

Zeneca, the pharmaceuticals 
and agrochemicals group, 
has received its first US 
approval for the use on crops 
of its new fungicide Abound, 
developed from natural fun- 
glades found in mushrooms. 

The Environmental Protec- 
tion Agency of the US has 
registered Abound for use on 
grapes, pecans, peanuts, 
peaches and bananas, and 
has designated it a reduced 
risk pesticide because of its 
more favourable impact on 
the environment. 

Zeneca said the registra- 
tion was important both for 
sales in the US and for sales 
to countries which export to 
the US. It said it was now 
applying for approval on a 
much wider range of drugs. 

Analysts have forecast 
peak sales for Abound of 
8500m. which would make it 


one of the biggest selling 


products for Zeneca Agro- 
chemicals which last year 
had turnover of about £l-6bn 
($2.6bn>. 


Zeneca said it hoped to 


achieve a mature level of 
sales in about five years 
time. Its shares closed up 


Abound is based on natu 


rally occurring fungicides, 
called strobilurins, found in 


some species of wood mush 
rooms which use it to deter 


other fungi from invading 
their patch. It is less harmful 
to non-targeted wildlife, 
such as insects and birds, 
than other fungicides and 
breaks down more quickly. 
Abound has already been 


approved for use in some 
crops in Europe and bananas 
in Central America. The 
company said it had been 
selling well in these mar 
kets. 
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By John Murray Brown 
in Dublin 

Greencore, the Irish sugar 
and malting8 . company, 
issued a profits warning yes- 
terday. as it announced a 15 
per cent drop In interim pre- 
tax profits from I£25.5m 
(?37.8m) to I£21.7m. 

The company, which Is 
challenging a Ecu8.8m 
($I0m) European Commis- 
sion fine for the alleged rig- 
ging of the sugar market in 
the early 1990s, warned that 
“several abnormal issues" 
had bit soles since February 
and the year-end results 
would be “somewhat lower 
than last year". 


Greencore has said it is 
lodging an appeal against 
the fine with the European 
Court. 

Mr Bernie Cahill, chair- 
man. said that the com pany 

had suffered the ill-effects of 
an eight- week strike in its 
sugar division. 

In addition, there hgd been 
a dispute with sugar beet 
growe r s, which had resulted 
in the boycott of (Seencare 
fertiliser products. 

Turnover was 6 per cent 
lower at I£21£2m <I£230.4m) 
for the six months to March. 
28, hit by a 9 per cent decline 
in sugar sales, and a 12 per 
cent drop In feeds sales and 
other agribusiness- 


Mr David .Dilger, chief 
executive, described, it as 
“the worst year in tbe Irish 
grain market anyone can 
remember". He said that' 
high cereals juices been 

* depressing dem aT iid 

The company was affected 
by the BSE crisis, and three 

• Irish “green pound" revalua- 
tions. which lowered ' the 
local value bf European 
Union support, and were 
triggered by thp appreciation 
of the Irish pound against 
the D-Mark. 

Profits in associates rose 
63 per cent from I£2m to 
l£3.3m boosted by a first 
time contribution from its 27 
per cent stake In Imperial 


Holly, a family controlled 
Texas-based sugar company. 

Operating profits before 
exceptionals were up 8 per 
cent at . I£28.lm (I£26m), 
helped by lower sales and 
marketing costs. < • 

Tbe company incurred an 
exceptional charge of I£5-8m, ' 
covering the cost of tire EU 
fine together with the esti- 
mated costs of an appeal end ‘ 
registered an exceptional 
gain of I£L17m on the sale of 
two subsidiaries. 

The directors have recom- 
mended a 13 per. cent divi- 
dend increase to 2.6p to be 
paid out of earnings per 
share, adjusted for excep- 
tionals, of 12Jip (!!•%>)• 


NFC is supposed to be. a. 
recovery story, yet the' 
shares have, nnderper-;' 
formed the ' market by 
30 per beast since Sir Chris- 
topher Bland took over as 
cfaahxnah. Tbe restructur- 
ing never. stops and Sir, 

Christr^ber*s target - that 
the dividend should be 
twice covered - looks an 
ever more distant pros; 
pect~ The foci .that the 
management is plainly not 
twiddling Its thumbs, 
therefore, is 'if anything 
rather depressing. Never- 
theless, progress has been 
reaL Trim, the deepseated 
problems ctf the Continental network businesses mean ! 
they continue to -spurt red Ink. But a. dull 7 per cent 1 
increase in overall operating profit conceals a genuine I 
Improve m ent in the performance of the main UK ! 
operations, where revalues may not be growing but mar- 1 
gtns certainly are. Consider that NFC recently liberated ! 
£32m in.cash by. caajcelhng just three ncm-profitable con- , 
tracts, and it Is easy to see vriiy^ 

Meanwhile, selling A dutch of non-core businesses has ! 
vastly -strengthened tbe OQSDSwnys financial base. That ! 
though, creates Uncerfaintijes of its own: NFC is_enthusi- 1 
astte about using its -new balance sheet strength to j 
expand. Naturally such decisions will deserve -to be 
judged on their merits.' But fovertoss, ldug battered by , 
NFC's prbblons and its tendency to optimltgn. are bound 
to require plenty of convincing- That is erne reason why 
the retd value attractions of NFC- shares - at a 20 per cent 1 
prospective price/eainings discount -to the market - will 
probably take time to bear fruit- * 
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The triple 

baralc that's 
making 
new 

for itself in 


London 


Banque AIG London Branch is the new name, but everything else about our 
organisation is well established. 

Located in Paris and London, Banque AIG is the European arm of AIG Financial 
Products Corp., a wholly owned and guaranteed subsidiary of American International 
Group, Ino, world leaders in Insurance and financial, services. 

Banque AIG combines triple- A debt ratings with creative structuring to give 
corporations, financial institutions, governments and agencies the. confidence and 
quality they need in a long-term financial partner. Our ability to provide innovative 
structures including long-dated transactions. offers, our clients added flexibility. Our 
unique position in the currency, interest rate and equity markets generates valuable 
cross-market opportunities. And our expertise in legal, regulatory, accounting and 
tax matters leads to efficient and complete solutions. 


AIG 


Banque AEG 

4 Broadgate, London EC2M 2QS. 
Tel: +44 171 61Z 0400 

A member of the SFA. 

46 rae de Bassano, Paris 75008 
Tel: +33 149 52 36 00 
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INTERNATIONAL CAPITAL MARKETS 


Profit-taking hits prices in Europe 


GOVERNMENT BONDS 


By Michael Undentaim 
in London and Jane 
Martinson in New York 


Europe's bond markets were 
buffeted by profit-taking yes- 
terday, bat analysts said dif- 
ferent forces wee at work in 
separate markets. US Trea- 
suries drifted lower at mid- 
session, ahead of important 
data tomorrow. 

Mr Graham McDevitt, 
bond strategist at Paribas 
Capital Markets, said Euro- 
pean markets remained 
uncertain about monetary 
nnion. 

GERMAN BUNDS were 
the only bonds to aid the 
day fractionally higher. The 
September bund future set- 
tled at 100.44. up 0.03 on 
Tuesday's close. 


Mr McDevitt said the mar- 
ket had lucked up on Tues- 
day because investors had 
been caught short when the 
German go ve rnment and the 
Bundesbank announced a 
deal on gold revaluation. 

"There was a technical 
squeeze.” he said. 

Yesterday, those positions 
were being unwound as the 
market drifted down, but it 
recovered most of the 
ground in the afternoon. Hie 
market was also nervous 
about May unemployment 
figures due tomorrow. 

According to a German 
newspaper report. May data 
would reveal an unadjusted 
rise of 91,000 people out of 
work. 

On a seasonally adjusted 
basis, that translated into a 
monthly jump of 140,000, 
analysts said. 


FRENCH OATs were hit 
by news that the Commu- 
nists could take up to three 
ministries in the new French 
cabinet. 

"The Communists' inclu- 
sion in the cabinet suggests 
France could pay less 
respect to the Emu conver- 
gence criteria, something 
that weighed on French mar- 
kets yesterday judging by its 
relative underperformance," 
said Mr David Brown, chief 
European economist at Bear 
Stearns. 

The June notional future 
settled at 129.14, down from 
129.40. The spread of bunds 
over OATs narrowed again, 
failing from 12 ha s i s points 
to 8 points. 

High yielding markets 
such as Italy and Spain were 
especially sensitive to specu- 
lation that fixe planned sin- 


gle European currency could 
be delayed by perhaps a 
year. 

ITALIAN BTPs suffered 
most. The September BTP 
future fell 0.32 to 130.48, 
while the yield spread of 
BTPs over bunds widened 5 
basis points to 138 points. 

UK GILTS languished as 
investors focused on the pos- 
sibility of an interest rate 
rise tomorrow. 

Comments by Mr Eddie 
George, the governor of the 
Bank of Tfagfanfl, that ster- 
ling was too high, did not 
help. The September' long 
gfit fixture f ell & to 113%. 

US TREASURIES drifted 
lower at mid-session as the 
market digested news of pos- 
sible extra supply and posi- 
tions were squared ahead of 
the release of important eco- 
nomic data 


The benchmark 30-year 
bond fell A to 96%. yielding 
6J567 per cent However, this 
represented a recovery from 
96% reached earlier in the 
session. 

Traders said investors 
were consolidating their 
positions is the run-up to 
the release of Important 
unemployment data on 
Friday. 

Some analysts believe 
recent price rises have been 
overdone given the uncer- 
tainty S» r m nririrng +V>» fig. 

ures. Prices have risen this 
week after breaching the 7 
per cent yield barrier . 

Feats about the impact of 
extra supply from the Brady 
and corporate bond markets 
had helped depress Treasury 
prices. 

In the morning. Brazil 
announced the s a l e of $3bn 


in global bonds, sparking 
fears that the zero-coupon 
Treasuries used as collateral 
would be sold. At the same 
time. Ford and Rheinische 
Hypothekenbank priced big 
eurobond issues. 

The market appeared to 
pay less attention to April 
factory orders, which were 
stronger than expected. 
Orders rose 1.2 per cent, 
above consensus forecasts of 
0.6 per cent However, the 
indicator is generally vola- 
tile and is therefore often 
given less weight in the mar- 
ket than others. 

There was little activity at 
the low end of the curve yes- 
terday. The two-year note 
was unchanged at 100&, 
yielding 6.182 per cent while 
the 10-year bond also stayed 
at 100. yielding 6.611 per 
cent 


Brazil’s $3bn 30-year 
global well received 


New international bond issues 


Amount C ols o n 
m. « 


,jk us pauARS 


INTERNATIONAL BONDS 


By Samer tskandar 

and Edward Luce 


Brazil’s record $3bn 
eurobond issue yesterday 
helped push primary market 
activity in the dollar sector 
above Tuesday's $5 bn, the 
highest amount raised in a 
single day this year. 

Investors responded enthu- 
siastically to BrazQ’s debut 
30-year global bond, 
arranged by JJP. Morgan and 
Goldman afters 

reached SlSbn, although syn- 
dicate officials admitted 
investors might have been 
anticipating much-reduced 
allocations. 

However, at more than 
$2 bn. swap offers on the 
Brady bonds exceeded most 
expectations. The bond, 
priced to yield 395 basis 
points over 30-year Trea- 


suries, tightened by more 
than 20 basis points, accord- 
ing to officials. 

Mr Chip Seelig, head of 
emerging markets debt at 
Goldman Sachs in New 
York, said the deal would 
save Brazil $160m to $220m 
in debt costs. 

Although the global bond 
offers a slightly higher 
spread than the retired 
Bradys, Brazil would male** 
gains from the release of the 
US Treasury bonds which 
acted as collateral 

Two deals announced on 
Tuesday were priced ye ster- 
day. RHEINISCHE HYPOTH- 
EKENBANK offered inves- 
tors a yield spread of 23 
basis points over Treasuries 
on its $750m Issue, the first 
dollar-denominated Pfand- 
brief. The deal, led by 
Commerzbank and Morgan 
Stanley, is backed by loans 
to public sector borrowers. 


“The domestic Pfandbrief 
market in Germany is one of 
fhp largest bond markets in 
the world,” Morgan Stanley 
■pill “This deal PY+nnHa the. 
growth of this sector.” 

FORD priced its 10-year 
glhn deal with a spread of 59 
basis points, slightly below 
the indicated 60 points. 
"There was strong demand 
from investors wanting more 
yield than was available in 
the market,” said Merrill 
Lynch, the lead manager. 

CESDF - the Council of 
Europe Social Development 
Fund - launched a $250m 
one-year issue aimed at Jap- 
anese retail investors. The 
deal, led by Nomura, follows 
two Samurai bonds from the 
borrower last year. 

CREDIT SUISSE FIRST 
BOSTON issued the first 
notes whose perform ance is 
indexed to the FTSE Euro top 
100. the recently-launched 
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index of the most actively 
traded shares cm Europe's 
nine largest stock 
aTtrhang pg. 

The 335m three-year issue, 
launched at par, win be 
redeemed with a pre mium 
equal to the percentage rise 


of the index in the next 
three years. A minimum 
redemption price of 107 
is guaranteed, should the 
performance of the ii y in y fall 
short of this level. 

• Venezuela will soon be 
returning to the interna- 


tional capital markets with a 
3350m issue, writes Ray- 
mond Colitt in Caracas. 

Traders expect the issue, 
lead managed by ING Bar- 
ings. to be priced to yield 
about 300 basis points over 
US Treasuries. 


CAPITAL MARKETS -NEWS DIGEST 


Telefonica plans 
convertible bond 


Telefonica plans to raise more than 3500m in a convertible 
eurobond issue tha t is expected to finance ambitious 
wpmdnn plain by the Spanish telecoms group. The 
move follows the group's strategic agreement with 

Concert, the affiance of British Telecommunications and 
MCI of the US. 

The issue, which will dwarf previous capital-raising 
bids by Spanish companies, is likely to be handled by 
Morgan Stanley of the US and Union Bank of Switzerland. 
Both merchant banks were yesterday appointed advisers 
to the deal, and will report on its possible structure 
towards the end of this month. 

The bonds will not carry preferential rights for existing 
shareholders, and will therefore help rebalance a 
dunholfar structure that is weighted towards domestic 
retail equity holders. International institutions were 
crowded out of Telefofiica’s privatisation in February, 
when the bulk of the Pta607bn ($4.1bn) offering was 
placed with individual Spanish investors. 

Under the terms of the group's March annual 
sh a reholder s m e etin g , the Telefonica board is empowered 
to raise up to PtalOObn (3880m). The price at which the 
bonds win be converted into shares must not be lees t h a n 
the average trading price of Telefonica's shares during 
the 10 days prior to the start of the issue, and it cannot be 
more than 50 per cent over this minimum share price. 

The conversion price range poses fine-tuning problems 
for the advisers to the issue, since Telefonica is the 
dominant blue chip on Madrid’s Bo Isa and has 
consistently o utpe r f ormed the domestic equity market for 
more than a year. Its share price has risen by some 25 per 
cent since February, when the government sold its 
remaining 21 stake in the telecoms group. 

Telefoflica shares were steady yesterday, confirming 
analysts' views that there would be no dilution in 
paming n pm- share as a result of the issue. “Consensus 
profits estimates preclude a negative impact on the share 
price,” said Mr Juan Cueto, chief analyst for Madrid 
brokers Ibersecurities. Tom Bums. Madrid 


IBCA upgrades Greece 


IBCA, the European credit rating agency, upgraded 
Greece’s rating for foreign debt from BBB minus to BBB, 
reflect ing recent progress on reducing inflation and the 
budget deficit It said the government was “firm in its 
commitment to continued fiscal consolidation, although 
its target for a g ener al deficit of A2 per cent of GDP this 
year appears ambitious”. The improved rating is also 
supported by the government's efforts to speed up 
disbursement of European Union funds for modernising 
infrastructure, it said. 

The agency forecast that Greece's gross foreign debt 
would rise from 383 to 39.1 per cent of GDP this year as 
more Greek companies borrowed in foreign currency to 
avoid higher interest rates on drachma loans. Almost 40 
per cent of outstanding loans by Greek banks are 
denominated in foreign currency. Kerin Hope. Athens 
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5500 

03/02 

1162022 

+0220 

122 

121 

1-42 

No 182 

3300 

09/05 

1032271 

+0220 

222 

229 

227 

Nethartands 

5.750 

02/07 

1002800 

- 

571 

521 

520 

Portugal 

9J00 

02/06 

1192000 

+1200 

545 

6.49 

622 

Spam 

7.350 

03/D7 

1052300 

-0230 

658 

625 

096 

Sweden 

8300 

08/07 

1072989 

-0.150 

027 

7.11 

725 

UK Gita 

7.000 

06/02 

100-Q2 

-4«2 

629 

728 

723 


7550 

12/07 

100-2B 

-10/32 

7.13 

722 

727 


aooo 

1008 

113-27 

-11/32 

720 

728 

7.78 

USTreaauy * 

6.625 

05/07 

100-00 

+4/32 

622 

6.77 

094 


6.625 

02/27 

96-24 

+3/32 

628 

720 

7.14 

ECU fFrendi Gqm) 

7.000 

0406 

1062900 

-0440 

624 

8.13 

821 


Seta 

Price 

Jui 

Aug 

CALLS - 
Sep 

Dec 

Jft 

Aug 

PUTS 

Sep 

Dec 

10000 

077 

127 

1-27 

124 

023 

0.63 

023 

120 

10060 

048 

079 

029 

124 

024 

0.85 

1.0S 

2.10 

10100 

026 

025 

076 

026 

n to 

1.11 

122 

242 


Price Indices 
(AC Glia 


Day's 


Tub 


Accrued xd adj. 

ytd 


UK Indices 

— Low coupon yield - - M a dkan coupon yield • — Mgh coupon yield — 


Eat. voL total. Ode 12778 PlXa 20018. Prevtexs day's span M. Cats 1SM2S Pun 137072 


Italy 

■ NOTIONAL ITALIAN QOVT. BOND ftTFJ FUTURES 
(UFFET Ura 200m 1000 m at 100% 


t lip to 5 years (T9) 

11927 

-023 

119.71 

1.86 

538 

5 yrs 

7.00 

098 

7.62 

727 

724 7.66 7.12 

7.09 

7.76 

2 5-15 years (21) 

15147 

-020 

151.78 

123 

523 

15 yre 

721 

7.17 

034 

720 

7.16 826 7.16 

7.14 

044 

3 Ow IS yess (B) 

17820 

-023 

17829 

4.96 

522 

20 yre 

7.27 

722 

041 

721 

7.17 041 7.16 

7.14 

8.48 

4 InedMmattes (5) 

20420 

-026 

20534 

126 

7.10 

Irred-T 

725 

721 

043 





5 A* stocks (51) 

14006 

-0.17 

14031 

228 

568 






• . 










— 

bitatioo 5W — 

- 

— inflation 10% — 



Index tatod 







Jun 4 Jun 3 

Yr. ago 

Jun 4 Jui 3 YT. ago 




Open Son price Change Hfrjh Low Eat vol Open frit 
Jui 129-65 129.60 -020 12&85 12947 17869 32960 

Sep 13088 13048 -042 130*8 13025 56832 73509 

■ iTAUAUGOVT. BOM) pTfl FUTURES OPTIONS {UFFq Ur*2D0m lOOfea of 100% 


6 Up to 5 yooreCZ) 

7 Ow 5 yassflQ 

8 Aasoda{12) 

*«#» yas m hpgdBn ink* are +omt> torn. Pupa fond* tree 0%-7Wfc Ma r* are IH-IMK; 11% and am. t AM ytad. ytd Yaw to dan. 


20429 

-0.08 

20421 

126 

323 

Up to 5 yre 

324 

3.52 

227 

2.91 

228 

123 

19620 

-023 

19078 

142 

226 

Over 5 yrs 

326 

323 

3.77 

345 

343 

358 

19629 

-022 

19051 

127 

226 









Seta 

Price 

8000 


Sap 


CALLS 


8100 

Eat. «*4 KM, 


Dec 

23.58 

23.08 

2238 


Sap 


PUTS 


Dec 

0 

0 

0 


FT Fixed Interest Indices 

Jun 4 Jun 3 Jui 2 May 30 May 29 Yrapo Hgtr 


LOW 


GUt Edged Activity Indices 

Jun 3 Jui 2 


May 30 May 29 May 28 


Cala 4S4S Aaa 428a. Prevtoua dn/a open Inu Con 324M Fun 37206 


London doahp, -New York mid-day 
t Ooaa thc&xeno wtohoUn g « * 725 per « 
Price* US, UKtn32nOK ottora <n daefata 


Sburew MUS Nttmadand 


Spain 

■ NOTIONAL SPANISH BOM> FUTURES (MEFF) 


Govt Ssca. (UK) 9648 9673 90.10 9609 9574 9230 9751 9331 OB Edged bargains NA NA NA NA 

Rxadbtaretf 12042 12057 120.12 12000 12002 11192 12156 11532 5-day avenge NA NA NA NA 

© FTSE Maitonal Ltd 1997. Al ritfre laaovad. • far 1997. Govomawnt SaoaWre Nflh ahoa cotnpWkac 12740 (OBAMAS, tow 48.18 (03*1/73). Rxad toast 
Nph alnca co mp aa Pon . 13347 gwuag. lew 3083 (03701/79). Bate 100; Qownmant SacnWaa 15/10128 and Bad Ireareal 1928. 86 oBMy tiddaa labored 1874. 
i dare w« be i 


NA 

NA 


US INTEREST RATES 


UtBSt 

One manta. 
Bh Tern 
7V INm ... 
.. . ... 5A Sh matt . 

founds 4 krtwraafloa - (kNyea-. 


Mmaretn. 


Trsssuy BBs and Bond WbWs 

- Are year. 

Mare ] 


Open Sett price Change High Low Eat voL Open ini 
JUI 11675 115.71 -019 115.77 11545 138,720 88,804 

Sap 11497 11490 -021 11497 11498 8,797 20,752 

UK 

■ NOTIONAL UK GftT FUTURES (LffTB* £50000 327X18 Of 100% 


FT/iSMA INTERNATIONAL BOND SERVICE 


Ustad we the test Mmttmf bcTOs lonttfch thn fa an adequate secondary maM. Lttaal pricae at 790 pot on Jure 4 
I— ad 8M OBre Chg Ylttl booed BU OSer Chg YMd 


baaed Bid Oflar Chg YWd 


— 5.10 Rnyev. 
539 1 drear 
678 ~ 


620 

634 

648 

692 

088 


Open Sea pries Change Mgh L nv EaL vol Open kit 

Jun 113-12 113-03 -0-11 113-13 112-26 18322 67509 

Sep 113-21 113-12 -0-11 11322 113-00 61133 1S3191 

■ LONG GB.T FUTURES OPTIONS (UFH3 ESUOOO 64tha of 100% 


U9. DOLLAR STRAIGHTS 

/fabey NttTmaaayBi}(B — XDO 3BV 

ABM firm Bank 7V D5 1000 W0*j 

AMcanD»Bk7^ 23 500 


8B1 2 


BOND FUTURES AND OPTIONS 
Prance 

■ MOTIONAL FRENCH BOW) FUTURES (MAT! F) FFiSOOJQQ 


Stitte 

Price 

113 

114 

115 


JU 

Aug 

CALLS - 
Sep 

Dec 

Jui 

Aug 

PUTS 

Sep 

Dec 

060 

1-2S 

1-46 

2-15 

0-36 

1-01 

1-24 

2-15 

0-30 

058 

1-14 

1-60 

1-08 

1-S5 

1-54 

2-50 

0-14 

0-36 

0-53 

1-25 

1-64 

2-12 

2-29 

3-25 


Atata RaMnoe 7% 9B . 

IT1H17. 


Man Dev Bark 8^05 . 
AutttaOlzao. 


.1000 tali' 
2000 10912 
750 96>2 


.400 104lj 


BadavVkiertl L-FfriS'a 00 1000 103*2 

I TV 04 1000 92 


Eat ret toad, CM* 2310 Put 850. Prertxa day* open tot, CaSs 38814 Pure 21896 



Opm 

Sett price Change 

ttgfl 

Low 

Jui 

12948 

12014 -026 

12050 

129.02 

Sep 

127.86 

127.50 -026 

12728 

12744 

Dec 

9720 

9092 -026 

9720 

9720 

■ LONG THMI FRENCH BOND OPTIONS (MAT1F) 



Eat vol Open kit 


Ecu 

■ ECU BOND FUTURES (MATIF) EGU100900 


Ba*NedGamartan799 WOO imV 

Bcgar Vettebk SV 00 500 T03V 

BdWefeW 1000 89V 


Jui 

Sep 


Open Sed price Change 
9590 94.88 -042 
9498 9448 -0.44 


High 

9594 

9498 


Low 

94.74 


Eat voL Open M. 
4,144 8970 

1.117 


BtfttCokanUaTVtB . 

Gas 021 

Canada 6V 05 


-500 103% 
1500 15% 


100 % 

B9V 

101 % 

HB% 

98% 

104% 

103% 

82V 

101 % 

103% 

W 

104% 

18 


687 


625 

1050 

692 

658 

681 

BJB 

642 

661 

672 

681 

795 


Qieug Kong Ffri 5% 08 . 
China 6% 04. 


CredtFondCTSVW. 


SMka 

Price 

125 

128 

127 

128 
129 



— r- Ai 1 1 _ 














Jun 

220 

1.72 

M 

Sep 

ft IK 

Jun 

n <n 

Jul 

031 

051 

Sep 

0.47 

071 

UP 

■ US TREASURY BO+B) FUTURES (C8TT) S100000 32nde at 10096 


2-00 

220 

U- 1 u 

(122 


Open 

Lreoat 

Change 

Hlfth 

Lore 

Eat vol. Open bit 

026 

123 

124 

0-47 

023 

124 

Jui 

110-14 

110-12 

-0-03 

110-17 

110-10 

35271 


043 

0.79 

121 

083 

- 

121 

Sep 

110-03 

110-00 

-0-03 

110-05 

109-29 

269,682 

295220 

013 

041 

o.sa 

1^3 

- 

228 

Dec 

108-20 

100-18 

-0-04 

100-20 

109-17 

1243 

26210 

120312 

tea 40229. PrwAxa days open tat. Cafe 

111234 tea 131,607. 










IBOi- 


BkfrnBarAAesnSW . 
Bpot Dav Cbrp 9% 98 . 
ExrenCapUOOl . 


Fdd Hone Lot 7% 99 _ 
foSsal Mat 740 04 . 
FWredT%0* 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFET DM250900 lOOths at 100% 


Japan 

■ NOTIONAL LONG TERM JAPANESE QOVT. 
YIQOm lootha at 100% 


S0 13 . 
NFfrm»5% 98 . 


BONO FUTURES 


Open SNt price Change High Low Eat voi Opm ht 
JU" 10192 101.49 +0.04 101.5a 10198 168881 111015 

Sap 100.49 1(X).44 +093 10053 10021 178413 158848 


Open Close Change MqH. Lew Eat vol Open frrt 
Jun 12393 - . 12422 124.10 3305 rVa 

Sap 122.47 - - 12294 122.71 4536 n/a 

■ LFFE fubres atao mm on APT. « opn mm flgfc are far prretoua day. 


> « Ama Der6%08 . 

hh+AnarDwTlzCB . 

M finance 5V 99 

Ha^803. 


k%8%23. 


Japan Da* Bk 9% 01 


UK GILTS PRICES 


Kore Sac Rarer 6% 03. 
Mabuttbi Bbc 7% 02 __ 
Medea 9% 07 


Jam hr Bad Pitot g+j- ly law 


w.TUd—. 

K Rad MebE 


SMC (Uha W kRre Trent 
Tme Cor Tpe 699 

Tires OLpc 1997#. 171 

Ba* ISpe 1SS7 MSS 

b±9Vflci986 ase 

TiereTWewett — 721 

TmalSisKWt^ 1401 

Eafc I2pci9ea 1121 


♦ a- Mtfi Loir 


Trre, 9'ipc 1969# 9.13 

Tnangnmwit- 

EbAISVn 1999 1124 

tm kpujc rasa see 

ibaepEiawn — mo 

Comofen lOVpc 18B9„ SJS 

CDreSpcZOOW 157 

Tnaal&eTOM 11.17 

Tnes 14pc WS8-1 13.12 

ib»8pcaooos_ 

Tibbs ngHttt 2001 
Tn»tDpc!W1_ 
IMB7PB2W1S- 


7J6 


613 

7JB 


BJB I08& 
635 10DV 
640 1031, 
648 101U 
663 iaab 
678 110JJ 
680 107* 
U3 104 
-IMM 

688 109 
BSD 10S»j 
687 

692 107V 
695 1054 
702 118}} 

689 ins 
finnavN 

- 1004 
796 109)1 
791 99U 


1014 

1070 

-4 ii« 
-4 10943 
-d 118fl 
niB 

-4 

— 1004 
-d U35 


110B 

99% 

i«B 

V3h 

UD8 

11« 

ioq) 

>004 

ii3 
101 If 


Dee 74||B 2006ft 

1«H t****™***— 

Ores 1 1 Vpe 2003-7 

1004 Db»8Vsc 2007ft 

100U TtmlWfemm 

IS 

B7fa TrereapeWOO 

9BV Tires 6 Ufi* ZWft 

10M tote In Mil ft — 

IWC 

90S 

1064 

ion 


7« 

7.18 

103% 

-V 

107V 

na 

7.TB 

T24 


-* 

W4A 

wv 

an 

7.14 

12li 

-V 

UW 

115% 

7J7 

7.17 

10Q3 

-% 

mi 

10TB 

7.19 

7.131000* 

■% 

lOd 

8BV 

721 

7.19 

11312 

-H 

11642 

103U 

759 

721 

ios& 

-d 

107% 

97S 

UZ 

722 

9»R 

-A 

BB% 

8213 

7.79 

722 

n« 

-V 

117% 

105*2 


-TW_ — S2reok- 

Ifcte W QPifai£ +ar- Hpb Lae 


Onsrio 7% 03 . 
Ortodo 7% 03 . 


1 9% 01 . 


OstBrKMrafcanfe8l2 01. 
ForkgdSV 03 


- 2J1 11*4 -i 1UV 1134 
TVse-OI paa 290 353 18% -A 187Q 17Bti 


Oiebee Hydo 9% 98 
SAS 1099 . 


£4*|Mtt — 3.17 157 117y -4 1204 l«l 
Z8CTK aa 390 1924 -& IBSi 191V 


SNCF8*2 9B. 
Spafri 54 99 . 


2gcW <M 136 J9i ^ SS 

1^21 MO 162 1784J -a 183i 1fi7Q 

^5 3-5 Mo T«v -V IBS iS 

SKrn Jf U5 UB% -fl 1614 USV 

2*2PC-a £2 354 399 14® -B 1544 lS 


102 03. 


iWbySOO. 


.2000 


87% 


2«rec-2*tt p7J| IB 1G9 12*4 ^ aj 154 

4Vec-30tt_4,3i1J 1M in 3 j SJ 


B7U 


RMtafflareTm 

DreiTpeansft S5S 

Tnreovwaw its 

Tmste 2003ft 795 

Tree llbc 2003 ATS 

Dare iiv* am-4»_ nans 

EMgSVpc 1898-1 407 

Edemata 9‘»c20ll«._ 637 

DreaGVac 2401ft 6JB 

to9VK3XE 832 

liBBI 12*296 2043-5 381 

Tress 0 Vac 2405ft 783 

Tm/Vgc 2906ft 732 


TbHteWOft 

7.7S 

723 

116V 

-V Itt 

Tnas 5%se20GB-12ft_ 

63B 

ew 

Kft 

-% »a 

Trass teZOT 3ft 

745 

722 

II Bfi 

-B 109% 

Ttare7%p6Z0ia-15ft_ 

743 

72 

IN* 

-V in 

Tien Bpcansft 

TJB 

7.19108*8 

-% low 

Tran SVac 201 7»_ 

754 

723 

116 

-A >17% 

TtanspeZBIft-. 

7J2 

7.18 10813d 

-i 1»i 


105V 

m 

90s 

B3V 

>64 

ICtJ 


ffraapBOtre real radamptoi rasa an preb Laad kttskn of ill 

iwrt BBiwito to p«rt52rS» wSbS is 
bdettg fa a mxate pto b ewB *d hare baei t o re 

raiaa tebaslng b HH B 100 In FeCnrey 1967. Conradon 
3845. FW to Seftantsar 1986: 1SL8 and to April 1897: 

latLa. 


>Vsley6V05 

ToKyo Bsc Power 5V 03 1O0Q 

Uhbd»gdom5%01_ 2000 101% 

Uniad Ksgdom 7% CG 3000 1(BV 

WMOnySV 01 ■ ■ 1300 98% 

Watt Bar* 6^1 05 1500 B7% 

WcrtJ Be* 8% 99 1500 RM% 


1500 

87% 

87% 


as 

— 500 

96% 

88% 

+% 

690 

1000 

06 

98% 

♦% 

739 

-300 

*»% 

105 

+% 

638 

_ 600 

BT% 

87% 

+% 

737 

-500 

9*% 

97 +% 

063 

— 500 

105 

105% 


678 

_ 150 

103% 

103% 


634 

1800 

G1% 

K% 

♦% 

6EB 

1500 im% 

101% 


046 

1200 103% 

1®% 

+% 

691 

1900 106% 

105% 

+% 

669 

1850 

88% 

9B% 


722 

1000 

2B% 

26% 


658 

-HO 

98% 

98% 


638 

1000 

85% 

85% 

>% 

691 

- 500 

103% 

103% 

+% 

694 

- 500 

66% 

98% 


625 

2000 

96% 

97 

-% 

675 

3500 

S3 

93% 

*% 

723 

-600 

105% 

105% 

+% 

6S7 

050 

85% 

85% 

+% 

747 

1000 

HE 

102% 


690 

MOO 

KH% 

106 


937 

1000 

89% 

98% 

-% 

668 

3000 ME% 

102% 


692 

2000 104% 

1W% 


698 

- 200 

105% 

106 


670 

MOO 

95% 

85% 

♦% 

679 

150 

103% 

104% 


653 

- 203 

105 

KE% 

-% 

aao 

-ISO 

103% 

103% 


628 

1500 1CQ% 

100% +% 

630 

2000 

89% 

99% 


668 

MOO 

88% 

96% 

+% 

A Art 


Spain 7% 03 

_ 4000 110% 

110% 

+% 

5.74 

Uataeagan btt Fto 7 03 1000 107% 

109% 

>% 

545 

Work! Bank 5% 03 

— 3000 103% 

104 

«% 

5.15 

Wold Bar* 6% 02 

- 3000 105% 

105% 

+% 

492 

Mitt Be* 7% 05 

-.3000 103% 

109% 

+% 

55B 

SMBS FRANC STHNGHIS 





Altai Dei Be* 0 16 

— 500 43% 

44% 


45B 

Audita 4% 00 

-1000 108% 

106% 

+% 

223 

Dwnsrt4%9B 

-MOO 105 

105% 

-% 

2X2 

BB3% 99 

-WOO 103% 

103% 

-% 

1J3 

EB6%04 

300 116% 

116% 

-% 

4.18 

Atari 7% BB 

— 300 111% 

111% 

^4 

2.1S 

Hataba Fftra S% 00 

_1000 105% 

105% 

-% 

220 


100 116% 


-% 

248 

frferAmr0av4% 03 

— 600 UB% 

108% 

-% 

3.77 

Ontario 6% 03 

— 400 115% 

118 

-% 

3.16 

Q*4acH*ko5a8 

— 100 104% 

105% 


448 

SCF704 

— 4BO 121% 

122% 

-h 

321 

total 4% 03 

— 500 waii 

108% 

J 2 

621 

WfcrtJBBrtaOZT 

_ TOO 31% 

32% 


462 

World Bw*701 

— eoo ns% 

116% 

■h 

251 

YBt STRAIGHTS 





BdgUn 590 

.79000 108% 

109% 

+% 

141 

QedtFcnaar4%(E 79000 171% 

712% 

+% 

223 

Sf%00 

100000 114 

114% 


145 

B+bi Bar* Jsai 4% 03 — 

105000 112 

112% 

+% 

291 


AbbaytelDaaBaySIBC — 1000 KCV 

BAtah Land 8% 23 £ 150 W4»» 

tonafr 6% 98 E 800 98% 

Dspb finece 7% 03 £ 500 97V 

B8803E WOO W3V 


Ffrbnd70J£. 


QtooWalcaw8V05£- 

HsacHcMngsiunaee. 


.500 


JlpenDBtfB(700E. 
Land 5808 02 07 £_ 

oreartunitoie. 


.500 108V 
.153 Tt&V 
.400 125V' 


.200 99V 


.200 110% 


Pcewgei6%0QE. 


,100 mV 


SsirenDMllV»£ — 

ItayoBscPDrerllOIE 
TCNZfin9V Q2NZS 


.250 104% 


,180 107V 


Wald Bank 9 99 NZS , 
Cm* toed 6 01 ffr . 
Ornate 5V 99 FR . 


150 111V 
.75 10BV 


.250 103% 
.6000 KHV 


Baa da fora 6V 22 RV. 


,7000 KOV 
.3000 124V 


102 % -V 
W»V -% 
69% 

97% -V 
103% 

aa% -% 
106% -V 
116V 
125% -% 
99V 

mV -V 
mV -V 

io5V 

107% 

mV -V 

107% 4% 
icn% 4% 
104% 4% 
1CB% 

124% -V 


733 

688 

785 
739 

731 
7.11 

786 
771 
774 
7.13 

787 

734 
779 
■7-43 
73 
7.71 

732 
481 
3 SB 
671 


nOKTHa RATE NOTB 


friar Amer Der 7% 00 

b*3%01 

Hy 504 


.30000 ne% 

.300000 103% 


Japan Dw8k59B - 
Jepan Dav Be 0z 01 

SNCF6VOO 

SpdnSVOe. 


.200000 115% 


.100000 100 % 
.120000 119% 
.30000 114% 


Wortl Be* 5V 02 


.129000 110% 


.250000 115% 


116% 
108% 
118% 
106% 
119% 
114% 

117 1% 
115% ♦% 


1-40 

132 

133 
284 
132 
183 
1-45 
235 

134 


OTHER STRAIGHTS 
EH® 14% 88 R 


Watt Bank 15 89 R. 
Asm 6% 99 H 


.290 99% 


.500 100% 


.1000 104% 


Bel Oanata 10% 99 CC 150 I1t% 

Bd8shCnkn*«7%03C5. — 1250 107% 


Sec<bFtaca9%»CS 275 106% 

KMT K Hi 10 D1CC 400 113% 


97% 

101% 

103% 

99% 

97% 

ws% 


200 110% 

1500 146% 


Ontario 8 03 CS 

682 Ortrio Hyde 9 02 CS 2000 112% 

686 CttatoHydo 10%QBCS 500 110% 

635 Dost Kcmtta* 10% 99 CS - ISO 110% 
641 Quabac Hydn 7 n CS 1000 102% 


DS/T6CHE MARK STRAIGHTS 

Auab6%04 2000 


97 


Badan-tacairfinanoafin .2000 104% 
BAYSCOCIBG0O6O5-1SOO 101% 
Cma Fencer 7% O 2000 UB% 

Defta ftrera 6% 03 _____ 1500 105 

Defltta Bk fin 7% 03 2000 110 


&9810(%hd 

7.10 in,; 
737104iSd 

7.12 114V 
708 114/, 
U6 8EA 

7.11 113% 
737 

7.13 114^ 

7.13 I27JJ 
713lD8ftd 

7.14 UBM 


• Tap 1 aloe*, a Tnx4ee B 

noapaeare red hdn-LMod 


-rfi 1014 

-& 122V 

-a iosb 

116A 
-A mV 
-A 87i 
-4 1148 
-% BU 

-i 1220 
-i 129ii 
-i 109% 
-V 103H 


S7U 

109% 

100 % 

mg 

'J^j Cams 4{ic 

106% teLo*i3>tfcft- 
«% to31«C«1Nt. 
Ti*BteW«— 

1024 

H% Trere2%pe 


Other Fixed interest 


Deuadw ftm* 5% W „2500 101% 

ESC6%00 2900 10B% 

SB 6% 00 1500 105% 


_1M1_ 
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By Richard Adams 

A lads of strong signals for 
the foreign exchange mar . 
Hols yesterday left little for 
dealers to go on. leading to a 
gentle lilt for the US dollar. 

The dollar gained a third 
of a pfennig against the 
D-Mark, to DM1.739, and 
most of a centime against 
the French franc, to 
FFr5.832, 

The D-Mark remained 
range^bound. as trading 
desks mulled the conse- 
quences of the decision by 
the German government to 
retreat Cram its gold revalua- 
tion plans. 

"The fact that some of the 
political friction K»m cooled 
down between Bonn and the 
Bundesbank should be tak- 
ing some of the heat of the 
D-Mark short-term, and pave 
the way to some recovery in 
the D-Mark’s European cross 
rates," said Mr David Brown, 
chief European economist at 


POUND SPOT FC*\ 


Bear Steams In London. 

■ What to do in case of soft 
Euro or collapsing Emu? Mr 
Avinash Persaud, currency 
strategist at J.P. Morgan in 
London, suggests buying 
sterling, dollars and (later) 
yen to avoid D-Mark weak- 
ness outside of Europe. 

Inside Europe, he recom- 
mends buying D-Marks 
against pesetas, French 
francs and lira against the 
risk of an Emu delay. 

“Given the limited and 
well-defined limit of D-Mark 
weakness in Europe pro- 
vided by the ERM central 
parities, we recommend 
building aggressive long 
D-Mark positions within 
Europe to act as a hedge 
against an Emu explosion." 
Mr Persaud argues. 
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15269 1.6335 

15246 1.6312 
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■■ Traders said the pound 
was spooked by comments 
from Mr Eddie Gauge, gov- 
ernor of the Bank of 
Engla n d, that the new Mone- 
tary Fahey Committee would 
be looking at "the exagger- 
ated strength” of sterling 
during its first meeting, 
which starts today. 

Mr George, speaking in 
Switzerland, said: "The 
immediate problem is to bal- 
ance the degree of **»rwnnn 
between the pressure of 
domestic demand, which has 
been running a bit above a 
sustainable rate, with the 
exaggerated strength of the 
exchange rate." 

The Bank governor's 
remarks caused sterling to 
dip sharply from its intra- 
day high of DM2J333, as the 
market's first reaction was 
that an interest rate rise was 
less likely, to weaken to 
DM2JS16. The pound also lost 
two-thirds of a cent a g ai jyyf 
the dollar in London, to 
close at $1,629. 

But the prevailing view 


D-Mark 

Against IhOdoBar (DM per $) 



remained that another base 
rate rise was on the way: 
long gilt futures shed & after 
a survey of services purchas- 
ing managers showing 
greater activity. 

Mr Philip Shaw, chief 
economist at Union Discount 
at London, said it was diffi- 
cult to predict which way 
the MFC would move. But 
increased building society 
windfall payments, and 


strong retail sales figures 
could tip the balance. “I 
think the 'Bank will be 
tempted to to tighten rates, 
to strengthen its credibility." 
Mr Shaw said. 

■ The Swiss franc had 
another up-and-down day, 
complicated by monetary 
moves by the Swiss National 
Bank. The currency lost half 
a pfennig against the 
D-Mark, to DM1497. 

The SNB yesterday 
imparted another large injec- 
tion of liquidity into the 
money markets. The SNB 
has recently been offering 
liquidity at aggressive rales 
to dilate interest rate rise 
expectations, following its 
announcement last week 
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The shamholdflfs are hereby Invited to atlond the Extraonfinary 
General Meeting wffl be held at the registered office of Ihe Company on 
27 Jine 1997 atl 150 ajn. with the foHowing agenda: 


Open UMt Change Ugh Low Eat vat Open tat 
15784 1580D +05008 05800 15771 24586 75,130 Jun 

15832 05836 +00004 15837 15810 8403 11109 Sep 

15873 - - 05805 218 523 Dec 
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1. Receipt o( the repon of the Squidator. 

2. Ap poi n tment of Ihe Burster to the Equidafan. 

3. Payment of an Interim liquidation dh/idend. 

4. Determination o! the dale at which a new shareholders' meeting shal 
be called to hear ihe report of the auditor to the liquidation, resolve 
as to the result of ihe Ecpidaiion and to taka the resolution pertaining 
to the dissolution oi the Sicav. 

The sharahoidets are advised that no quorum Is required tor the Sams 
ot the agenda and that the decisions wW be taken at the simple majority 
of the shares present or represented at the Meeting. Each share is 
entitled to one vote. A shareholder fray act at any Meeting by proxy. 

For those sharaholdeis who wish to maMdn their exposure in North 
American equMes, Bank von Ernst &Ca Ltd is offering a free switch into Ihe 
North American Equity sub-tund of Vie Von Ernst Globa! Portblo Sicav. 
Shareholders wto wish to aooeptHsoSar are inviad to contact Mr George 
Hammer at Bank Von Ernst, Bern Switzerland {Tel: 0041 313291438). 

By order of the UquMsaur 
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BANQUE NATIONALE 
DE PARIS 

PROGRAMME FOR THE 
ISSUANCE OF DEBT 
INSTRUMENTS 
YEN 5,000,000,000 
Fixed to Floating Rate 
Notes due 1998 
Series NT3 Tranche I and 
Tranche 2 

Notice is hereby given that the iate 
of interest for me period from 
1 June 1 997 to 1 December 1997 
has been fixed re 19 1 875 per cere 
per annum. The coupon amount 
due for thb period is YEN 467,031 
per denoroiraaion flfYEN J 00001000 
and is payable on the interest 
payment dree 1 De ce mber 1997. 


Die Fiscal Agent 

BNP 

(LuxBitouTs) 5A. 


due 


LesEchos 


The FT can hdp you reach 
additional hiring— rea d e re ia 
F i w i w Onr link with tbs French 
business new spa pe r . Lea Echos, 
gives you a unique reermbnaxt 
odvenumxapporuBitiy to 
ctpaoKse on the FTs European 
readership end to further target 
the French business werid. 

For fatfoomiioi] on meg and 
farther details please telephone: 

Toby Hsden-Crafis on 
+441718734027 
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Lehmans Brothers 
Holdings PLC 

m.150, ooo.ooo.ooo 

Floating Rate Notes due 2001 

NOTICE IS HEREBY GIVEN that for die huensa Period 5th June, 
1997 to 5th September, 1997 ihe Rate of Interest has been fixed at 
7-25* pa- annum. The interest seeming for such three month period 
wiQ be m. 92/39 per ITL 5,000,000 Note and ITL 926389 per 
ITL 50^XX)jOOO Note against j»escrrtati(»i of coupon No. 3. 

The First National 
Bank of Chicago 

Agent Batik 
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WORLD INTEREST RATES 
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that it would act to stop the 
Swiss franc's appreciation. 

Mr Hans Meyer, president 
of the SNB, said yesterday 
the central bank had no spe- 
cific target far the Swiss 
franc, bat was acting in a 
flexible way. 

"We have no specific aim. 
We react to those specific 
developments which we will 
have to live with for some 
time to come,” he said. 

Mr Meyer also said the big- 
gest potential policy problem 
Switzerland would face 
would be c ur rency pressure 
created by uncertainties 
over European monetary 

iiTvinn He qii<f +Fh> >«ynTr fawi 

had two choices - react in a 
flexible way and "to try and 
muddle through at a Hi ghar 
leveT, or to peg the Swiss 
franc to another currency. 

The “other currency” was 
presumably the Euro. A mar- 
ket rumour on Tuesday thqt 
the Swiss franc was to be 
pegged to the Euro caused 
heavy selling against the 
D-Mark. 
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Comision Ejecutiva Hidroelectrico 
del Rio Lempa (“CEL”) 

Autonomous Public Service Institution of 
ThsRspubfic of El Salvador 

Considering: 

I. That CEL is ihe owner of the share capital of the fotovrtng 
companies: Compafifa de Alumbrado EMctrfco de San 
Salvador. SA. de C.V. (CAESS, SA de C.V.), Compaffe de 
Luz BBctrica de Santa Ana, SA de C.V. (CLESA, SA de 
C.V.), DistribuaJore de Bectricidad del Sur. SA de C.V. 
(DELSUR. SA de C.V,), and Empresa EBctrica def Oriente 
SA de C.V. (EEC S A de C.V.y. 

fl. That in accordance wfth Legislative Decree Nto. 1004. dated 

the seventeenth of April of 1997, and published in the Diario 
Oficial No. 76, Vbfune 335, dated twranty^dh of the same 
month and year. CEL is enabled to transfer the shares which 
represent the share capital of the above-mentioned 
companies; 

Therefore: 

In accordance with Article Three ol Legislative Decree No. 1004. 
W6 inform: 

That, following the third publication of ihfeanrwuncement, win begin 
the process for the sale of shares that are tha property of CEL and 
which represent the share capital of Companta de Alumbrado 
EJ6ctrico de San Salvador. SA de C.V. (CAESS, SA de C.V.), 
Compaflia de Luz S6ctrfca de Santa Ana. SA de C.V. (CLESA, S A 
de C.V.), Dstrfeuidora de BectrfeteJad del Sur, SA de C.V. 
(DELSUR. SA de C.V.), aid Eriipresa Etoctrica del Oriente SA de 
C.V. (EEC SA de C.V.}; 

9m June, 1997 
Second Publication 


CONTRACTS & TENDERS 
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OsTHRREICHlSCHE LOTTERIEN 

ENQUIRY FOR TICKET 
PRODUCTION PRICES 

The Austrian Lotteries Inc. is inviting 
printing businesses to tender 

NUMBERED TICKETS AND VOUCHERS WITH 
BAR CODE FOR LOTTERY PURPOSES 

A year’s supply amounts to approximately 50 miDioa tickets. 
Detailed documentation including technical specifications 
(approximately SO pages) is available for a fee of USS50.00. 
Please call 

Robert Steiner and Thomas Schmilzhergei; 

Osterreicfaiscfae Lotterien Gesellschaft mJh.BL, 

Raunreg44 
A-1038 Vienna 

on +431 79079, «L 3328 or 3321 (teL) 

or +43 1 7993915 (telefax). 


SGA SOC3ETE (SE2<EKALE ACX^PTANCE N.V. 

ITL 30 000 000 000 FCHiEX-LINKE3) 3 PER CENT 
GUAKA14ZEE3> NOTES DDE 1997 
ISN CODE : XS003S143X&2 

l a acc ordance wi* the Teems raid Condi t i on s of die Noses, notice is 
g ergoy give n that, pursuant to condition 6- (n) “Maturity**, the 

nTL584 500 000 per denomination of ITL 500 000 000.- 
Payatont of lymcipal and i ide r ea wiD be mrete on June S, 1997 in 
nemdanoe wftb Condition g “Pnymans^ of dm Terns nod Cootfitiom 
of the issue. - 
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COMMODITIES AND AGRICULTURE 


Philippines may renege on sugar agreement 


By Justin Maroza in Bocoiod City 


The Philippines is set to renege on 
its commitment to reduce tariffs 
on sugar imports to save the ail- 
ing industry, a legislator from the 
sugar-growing province of Negros 
said yesterday. 

U nder World Trade Organisa- 
tion (WTO) obligations, the Philip- 
pines is committed to reduce tar- 
iffs from 100 per cent to 80 per 
cent by July l, but sugar produc- 


ers argue this will deliver a fatal 
blow to an industry which is 
already highly uncompetitive. 

With a cost of production of 
more than 20 cents a pound, Phil- 
ippine sugar compares unfavoura- 
bly with other big producers such 
as Brazil and Australia at 7 to 12 
cents a pound. Sugar from neigh- 
bouring Thailand is half the price 
of that produced locally. 

"Sugar is going to be a dead 
Industry by July l unless we act 


immediately,” said Congressman 
Miguel Romero, from Negros Ori- 
ental “There is no way we can 
compete. We must be honest 
about it and say sorry we matte a 
mistake. What good is an agree- 
ment if tt kills us economically?’' 

Mr Romero said that during a 
summit In Manila last week dele- 
gates from 20 developing and 
developed countries, including 
Japan and the US, had agreed to 
renegotiate the period for lower- 


ing WTO tariffs on agricultural 
products beyond the 2005 dead- 
line. They haul in mind the 2020 
target approved last November by 
the Asia Pacific Economic 
Cooperation (Apec) forum. 

In another move designed to 
protect the industry, Mr Manuel 
Laxnata, president of one of the 
country's largest sugar associa- 
tions, said planters would resist 
exporting the 1997-98 crop to the 
US at sub-market prices. 


The Philippines' sugar quota to 
the US was increased recently to 
246,000 tonnes. "Being a Third 
World country, it is neither right 
nor logical far us to subsidise a 
super-power," he said. 

Meanwhile, Victorias Milling, 
the Philippine group which is the 
largest sugar refiner in Asia, said 
the results of an audit after its 
financial collapse in March would 
be known within a month. The 
results are central to the fixture of 


the mill, which said it was unable 
to pay debts totalling 6-ibn pesos 
(S231m) after expenditure on an 
ambitious modernisation plan. 
The mill is now seeking an iitfcc 
tion of about 2.5bn pesos. 

“Hopefully, when the due dili- 
gence is completed well get a cap- 
ital infusion through a financier, 
said a company official. “Many 
are interested, bnt nobody will 
submit a formal offer until that is 
completed." 


India eases on 
rice imports 


By Kuna! Bose in Calcutta 


The Indian federal 
government has allowed the 
import of common and 
coarse varieties of rice in the 
current season, for the first 
time in more than 10 years. 

The move is part of an 
attempt to push down rice 
prices in the poverty-struck 
southern Indian states. 

The import of tine and 
superfine varieties of rice 
will be allowed provided the 
share of broken gr ains - 
which push down the price - 
is more than SO per cent 

The government is yet to 
announce the level of the 
import duty. However, trade 
officials th'inir that because 
the rice Is meant for the 
nan-affluent sections of soci- 
ety, any duty will be very 
low. 

The government wants to 
ensure an adequate supply 
of common and coarse vari- 
eties in the south Indian 
states, where prices rose 
nearly 15 per cent last 
month. 

A complementary proposal 
by the food ministry to 
restrict the export of fine 
and superfine rice (but not 
flagrant or long grain bas- 
mati) to increase domestic 
availability was rejected by 
the government. 

The government decided 
that restricting the export of 
fine and superfine rice 
would be a “retrograde 


step”, mainly because the 
crisis of supply is not in the 
superior grades. 

The government hopes 
that by allowing imports, it 
will stop farmers who were 
planning to start a country- 
wide campaign for a sub- 
stantial rise in the mhiimnm 
support price of rice for the 
1997-98 kharif [summer] sea- 
son crop and for a bonus 
price as was previously 
given to wheat. 

The farmers have started 
protesting against the rice 
import decision. However, 
rice trade experts say the 
farmers will not go to the 
extent of refusing to sell rice 
to the official agencies as 
they earlier did in the case 
of wheat. 

India's rice production was 
stagnant at 79.6m tonnes In 

1996- 97, but the stock of rice 
in the federal pool fell to 
13.2m tonnes on April 1 1997 
from 13.9m tonnes a year 
earlier. 

The agriculture ministry 
has warned the government 
that a good foodgrain pro- 
duction in the current year 
should not be taken for 
granted, despite the meteoro- 
logical department’s forecast 
of a normal monsoon. 

Trade officials said that 
India's export of rice during 

1997- 98 would be around last 
year’s level of 2.45m tonnes, 
including 2m tonnes of non- 
basmati rice and 450,000 
tonnes of basmati rice. 


Coup puts diamond venture on ice 


S erge Muller turned to 
diamond mining 
because be says profit 
margins are much more 
attractive than those for dia- 
mond dealing and cutting. 
But the third-generation dla- 
mantaire must now be hav- 
ing second thoughts. 

Rex Mining, the company 
he helped to found in 1995 
and where he is chief execu- 
tive. has suffered two sub- 
stantial setbacks in recent 
weeks, both completely out- 
side his Control- 
First, the Bre-X scandal 
hit Rex’s attempts to raise 
C$35m (US$25-5m) for a dia- 
mond mining project in 
Sierra Leone. With investor 
appetite for small mining 
companies all but dead, Rex 
had to settle for C$10m, after 
improving the terms offered 
Then, at the aid of last 
month, just after Rex had 
moved some plant and 
equipment into Sierra Leone, 
a military coop took place. 

For the first few days, Rex 
employees stood film. They 
joined with people from Dia- 
mond Works, an exploration 
group working nearby, and 
pulled all equipment from 
both projects to (me place so 
it could be more easily pro- 
tected. However, Mr Muller 
had his employees evacuated 
to neighbouring Guinea last 
weekend. 

Mr Muller, 40, started as a 
diamond dealer working for 
his father in Antwerp. For 
thp past 12 years he haw been 
one of the privileged few 
invited to take part In the 
sales of rough or uncut gems 



organised by De Beers on 
behalf of the diamond pro- 
ducers' cartel. 

But the business is very 
competitive, with profit mar- 
gins ranging between 3 per 
cent and 10 per cent, and 
diamond mining appeared to 
be much more attractive 

With some associates, he 
spent eight years and about 
US$12m to buy out Hia fami- 
lies that owned small dia- 
mond mines in South Africa 
- Ardo, Bellsbank and Rex. 
All the activities were 
merged into Rex Mining and 
floated. Rex raised US$1 1.9m 
on the Toronto Stock 
Exchange last September. 

Rex employs 1,800, mainly 
in South Africa In its last 
financial year, it made pre- 
tax profits of $2£m and net 


income of $l.7m on sales 
of 

Although relatively small, 
Rex is the industry leader in 
mining narrow diamond- 
bearing rock fissures, which 
is very labour-intensive 
because the shape of the fis- 
sures prohibits the use of 
mechanisation. 


B ut the value of the 
diamonds in these fis- 
sures is usually high. 
Mr Muller says Rex gets an 
average of S240 a carat (220 
milligrammes) for its dia- 
monds, compared with the 
world average of $56. 

Rex was the first company 
to invest in Siena Leone 
after the six-year civil war 
ended, when it pat up $1.6m 
for Kono, an alluvial min e 


where production was doe to 
have started shortly, at an 
annual rate of about 20,000 
carats. 

Mr Muller was attracted to 
the country, in qpite of its 
political problems, because 
in the 1960s Sierra Leone 
had been an Important dia- 
mond producer. It exported 
2J5m carats a year and was 
the world's second largest 
producer by value. 

Before the fighting Hared 
last month, Rex was putting 
most of Its energies into the 
Tongo Fields project, which 
Mr Muller hopes will eventu- 
ally lift the company’s 
annual output by 100m 
carats. This would still leave 
it as a very small niche pro- 
ducer In the global diamond 
industry. 


Mr Muller acquired Tongo 
Fields almost by accident. 
His Antwerp company was 
owed money by the National 
Diamond Mining Company 
of Sierra Leone at the time 
NDMC was being broken up. 
and he asked for the Tongo 
Fields concession as pay- 
ment without knowing what 
it might contain. 

Last September, he found 
among the papers handed to 
Rex a report on Tongo's 
potential prepared years ear- 
lier for Selection Trust once 
a big mining group operat- 
ing in Africa. 

Mr Luc Rombouts, Rex's 
consulting geologist says of 
the report: "After studying it 
I wanted to convince Rex to 
focus on Tongo Fields, as it 
has more than just good 
potential.” He says the data 
suggest Tongo has a 
resource of about 18.9m 
carats worth about $3.3bn. 
Also, Rex would be able to 
use Its particular expertise 
because the diamonds are 
embedded in fissures. 

Mr Muller estimates Rex 
could spend $40m on Tongo. 
His approach was always 
going to be cautious, with 
the money scheduled to be 
invested gradually. 

Now he must wait for the 
upheaval in Sierra Leone to 
subside. One thing seems 
certain, however with so 
many diamonds apparently 
in the ground at Tongo, Rex 
will not easily give up the 
battle to bring a min e into 
production. 


Kenneth Gooding 


Cost to 
borrow 
palladium 
at record 


MARKETS REPORT 


By Kenneth Gooding 
and Gary Mead 


The cost of borrowii 
palladium for one mon- 
shot up yesterday to i 
unprecedented annual 1 si 
rate of 150 per cent of t’ 
price of the metal. The pri 
for immediate delive: 
jumped to Us highest le\ 
for 17 years. 

The market remains di 
perately short of palladia 
because Russia, its blgge 
producer, has failed 
export any this year. 

Mr Andy Smith, analyst 
Union Bank of Switzer Ian 
said the steep rise in tS 
cost of borrowing palladia 
was a bearish signal. 

“People are unwilling 
buy palladium because th 
assume the price will dr> 
once Russian exports beg 
again,” he said. “So they a 
borrowing it instead." 

Traders suggested Russi 
officials had told Japane 
customers yesterday tb 
exports would begin aga 
around June 20. 

Palladium’s price w 
“fixed” in London yesterd 
morning at $210 a tr 
ounce, up Tram $188.50 
the previous fix. By t 
close, palladium was $2; 
up 840 from Tuesday's do: 

Platinum, palladium's s 
ter metal, is also bei 
affected by the lack of Ri 
sian supply. Its price » 
fixed at $-125 an ounce 
London, up S19. before cl 
mg at $432. 

Coffee futures fell on nc 
that Colombia would all 
“unlimited" coffee expo- 
in July and August 

On Liffo the July contr. 
closed at $2,085. $75 dov 
On New York's CoFU 
Sugar and Cocoa Exchar 
the July price fell to £ 
cents a pound, before rax' 
ering slightly. Just beft 
midday the contract stood 
259 cents, down 5.2 cents 


COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 


Precious Metals continued 

■ QOLD COMSX (100 Troy oz^ $/lroy ncj 


GRAINS AND OIL SEEDS SOFTS 


WHEAT L1FFE (100 tontwa: £ per tome) 


■ COCOA UFE PQ tonnes; EAorme] 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME fW.OOOtoa; carflVtM] 


(Prion tan Amalgamated Metal Trading) 

■ ALUMMUM, 99.7 PURITY (S per Domra) 


Cash 

3 mtha 

Ctora 

1589-70 

1563-93.5 

Previous 

1553-54 

1577-78 

hfigh/tow 


1596/1577 

AM Official 

1680-81 

1582JS-83 

Kerb dose 


1561-92 

Open Int 

262.934 


Total daly Turnover 

110,143 


■ AUMNOJM ALLOY (S par tame) 

Close 

1455-65 

1480-85 

Previous 

1445-55 

1473-74 

Hlgh/tow 


1482/1476 

AM Official 

1455-57 

1475-78 

Kerb dose 


1478-82 

Open ire. 

5,104 


Total dally tumorer 

1.735 


■ LEAD (S per tonne) 


Ctase 

612-3 

626-7 

Previous 

610-11 

822-23 

High/tow 


627/621 

AM Official 

607-8 

621-1.5 

KeTO close 


626-7 

Open tot 

34.715 


Total daBy turnover 

8,334 


M NICKEL (S per tome) 


Close 

7040-45 

7130-40 

Previous 

7055-65 

7165-70 

Hlgh/tow 

7015 

72207080 

AM Official 

7010-15 

7115-20 

KeTO dose 


7200-10 

Open tot 

53.024 

e 

Total dally turnover 

15,564 


M UN $ per tonne) 


Close 

5555-65 

5610-20 

Previous 

5615-25 

5670-75 

Hlgh/tow 


5670/5580 

AM Official 

5555-65 

5610-20 

Kerb close 


5595-600 

Open InL 

16475 


Total daly turnover 

5,446 


■ ZINC, special high grade (5 per tonne) 

Close 

1319-30 

1344-45 

Previous 

1299-300 

1324-25 

High/taw 

1309/13085 

1350/1329 

AM Official 

13085-09 

1331-32 

Kerb close 


1349-51 

Open InL 

91506 


Total dally turnover 

30,340 


■ COPPER, grade A (S per tonne} 

Ctaaa 

2533.5-36.5 

2475.5-76 

Previous 

2535-38 

2478-79 

High/low 

2527 

2486/2461 

AM Official 

2526-27 

2475-76 


Salt Da f* Opn 

pries drags Mgh low Vd bit 

Jim MLB -2-1 342.5 340.7 419 B56 

Aog 343.fi -Z1 346.3 3414 19,018 65.327 

Ort 348.0 -Z2 3473 346.0 27 7.413 

Dee 348J5 -21 349.9 3485 295 26,064 

Fab 3513 -13 - - 489 7308 

Apr 353.4 -13 - - 25 3 £23 

Total 11837190301 

PLATINUM NYMEX (50 Troy oa ; */troy ozj 


Jal 

411.6 

+19 4110 3905 

2^65 13,797 

Oct 

39L6 

+4 A 394 J) 3801 

285 

4321 

Ja 

3906 

+44 390 J) 3900 

14 

1336 

Apr 

3906 

+4.4 

2 

22 

Total 



2,964 10328 

■ PALLADIUM NYMEX (100 Troy 0SL; S/tray az.) 

Jot 

202.00 +21.15 20000 10X00 

232 

761 

Sop 

17X00 

+3.15 175JJ0 165.00 

1388 

7318 

Dec 

164 JO 

-085 168.00 18000 

11 

420 

Jun 

164*0 

-085 

- 

95 

Total 



UBBI 

02M 



SeO 

Dayta 


°P«n 


Sett 

Day* 


Opm 


Sett Day's 

Opn 


price ctase Hgh Low 

W 

tat 


price drape IBgh 

Low VM kt 


Pika change Lew Vd 

tat 

Jrt 

8535 

+075 85.50 B430 

120 

1,160 

M 

994 

-23 

1015 

990 4240 26,627 

Jot 

64.125 -005 64.450 64.025 B321 

16322 

Sep 

89.00 

+0.65 

- 

IBS 

Sep 

1016 

-22 

1035 

1014 2568 18597 

AffiT 

64.125 -01 B4375 6432511597 

47392 

Nov 

91.00 

+040 9125 9025 

224 

3340 

Dot 

1016 

-12 

1026 

1013 861 29538 

Oct 

67550-0325 87.750 B7.42S 1198 

21,454 

Jn 

9330 

+040 8350 93.00 

54 

1375 

Mar 

1CG7 

-11 

1035 

USB 1,713 31511 

Dot 

70.125 -01 70350 00850 1JJM 

10885 

Hot 

9530 

+0.40 

- 

016 

Kay 

1039 

-11 

1040 

1040 154 18585 

Feb 

70925 -Ol 71375 70900 709 

5517 

May 

9730 

+040 97.00 9650 

31 

447 

Jal 

1051 

-11 

1059 

1052 205 5,151 

Art 

71700 -0.1 71900 71350 139 

1240 

Total 



430 

7344 

Total 




10389144,188 

Total 

23529 104511 

■ WHEAT CBT (5300bu min: certsriSOb busM) 

■ COCOA CSCE (10 Comes; S/tormn) 

■ LEAN HOGS CME (4050abc centaribd 

M 

353.75 

-025 36250 35250 

6556 45551 

Jot 

1420 

-29 

1432 

1418 7587 24543 

Jot 

81325 +045 81.400 00775 2525 

8,124 

Sep 

36130 

-6-50 36730 38050 

2535 16505 

Sep 

1461 

-27 

1471 

1459 3,015 18576 

Jd 

81375+0325 81750 81300 4,020 

10585 

Dm 

37335 

-535 37R50 371.50 

1552 10379 

Dec 

1492 

-23 

1501 

1491 1359 19396 

A* 

B0525 +06 60300 80250 1023 

1366 

MOT 

37550 

-030 38130 375.00 

76 

2330 

■tar 

1521 

-23 

15Z7 

1520 7 21,181 

0d 

71150+0325 73575 71950 778 

5378 

*>y 

36750 

-450 37130 38750 

30 

81 

Mby 

1537 

-25 

1541 

1541 42 8564 

Dee 

70325+0.075 70250 09300 228 

3570 

JU 

36230 

-4-25 36650 36230 

40 

630 

JM 

1554 

-20 

1558 

1553 - 555 

Mi 

68300 -015 69300 68300 97 

1,497 

Total 



T2J61 

810B 

Total 




12JH0 94386 

ItaM 

10390 

383W 


■ MACE CBT gjJOO bu mto; canggab bushel) 


■ PORK BELLIES CME (4(L0QQIaa; ccntaftbp) 


JOTTER PAD 


Sap 

Dae 


■ SILVER COMBI ROOD Troy ok Oanteftray peJ 

Jot 468.3 -2.8 - - 284 2 

Jld 470.0 -2 18 474.0 469.0 6,385 57.569 

Sep 4742 -39 4773 4715 683 8.443 

Dec 4804 -10 483.5 4793 377 7,950 

Ju 4813 -10 - - - 17 

Mar 48EL9 -11 4803 4893 331 8300 

Tdai 9348 91,915 


JuJ 

Torn 


271-25 -425 27700 27130 I 
25630 -530 28230 255.75 
254.75 -5.00 25030 25430 
2B130 -4.75 26430 2G030 
26550 -430 28730 26530 
269.00 -430 Z70.00 26125 


31,709111115 
2023 32011 
17.409101423 
822 11369 
83 1,434 
72 1369 
BtflU Z71295 

BARLEY UFFE (100 tonnes £ par torn) 


3m5 

o - 


Mm 

1140.45 


Prev. day 
114535 


■ COFFEE UFFE (5 tonnes; S/tanne) 


ENERGY 

■ CRUDE OB. NYMEX (1.000 banrcta. S/barrel) 

Latest Days 

pries cfeanga Hgb Lorn 

Ad 20-20 -0.13 2038 2030 

Aag 2035 -0.10 20.52 20.12 

Sep 2038 -0 09 2032 2018 

Oct 20.44 -032 2047 2030 

HOT 2045 +0 02 20.46 2038 

Dec 20.40 *0.01 20.45 2038 

Total 

■ CRUDE OIL IPE (S/harrefl 


Sep 

87.00 

+0.75 

_ 

35 

Hw 

8S30 

+075 89.00 8930 

15 

1,122 

Jot 

91.00 

+075 

_ 

161 

Mar 

9330 

+075 

_ 

19 

Hay 

9530 

+075 

- 

3 

Told 



15 

13*0 

H SOYABEANS CBT (5500bu mk; certsflOB) tustraQ 


Open 
Vei M 

I 72340 99.150 
! 34394 54372 
ftSM j 33357 
1493 11482 
1,506 18351 
43S3 34,791 
13138)396,755 


M 83030 -3030 85730 83030 39354 57352 

Aag 78630 -27.00 61130 78100 8,635 26345 

Sep 712.75 -18.00 7Z7.50 711.00 1117 9350 

Hot 68150 -8.75 691.00 67930 173*5 51.775 

Jaa 688.00 -930 68130 68130 311 6316 

Mar 68930 -425 680.00 686.00 124 1347 

T»tal 68364181228 

SOYABEAN OIL CST B0300tta: centa/IB) 


Jd 

2083 

-77 

2240 

2060 1035 19,125 

Sep 

2115 

-75 

2265 

2090 1235 21597 

HOT 

2128 

-72 

(ntF. 

2120 704 9325 

Jn 

1113 

-67 

2195 

2115 ZT9 1844 

■ar 

2093 

-67 

2100 

2090 214 348 

Hay 

2093 

-67 

- 

- - 28 

Tetd 




7580 83367 

■ COFFEE *C CSCE (3750M»; centaffiid 

Jd 

25155 

-1165 26450 25030 7,153 11522 

Sep 

225.10 

-735 23430 224.10 3360 1139 

Dot 

19030 

-6.15 19630 19030 782 4341 

Her 

174.10 

-330 18330 17135 278 1162 

May 

17130 

-135 

_ 

- 82 472 

Jd 

168-50 

+250 

_ 

- 11 141 

Tdd 




11566 27,480 

■ COFFEE flCCQ (US centa/pound) 


Jtf 90290 +0.95 91 ISO 59.400 1192 1407 

Aag 88300 +035 91300 89300 627 1397 

Feb 79.150 -04 80300 71BS0 63 441 

Her 78300 3 12 

Total 1885 7384 


CROSSWORD 


LONDON TRADED OPTIONS 

Strflce price S tonne — Gate — — Puts — 
M ALUMINIUM 


No.9,393 Sec by DANTE 
irn — in — pr 


Jen 3 
Comp, dafly 


18832 

19037 


ftaa. dir 
18184 
18839 


Kerb ctow 

<*wn W. 138.351 

Total dally turnover 92327 

■ LME AM Offldat Cft rata: 13287 
LME Closing £/S rata: 13287 


2478-79 


Spot 1 .£279 State 11347 6 Nte 1.E223 9 ratter 1 6196 
■ HBQH GRADE COPPER (COMEX} 


Lmed Day 1 * Open 

pnes drags Hgb Low Vd tnt 

Jd 18.30 - 1837 1173 11400 51/489 

- 1160 7330 49336 

Sep 1116 -0.03 19.19 19.06 1.164 11675 

OS 1934 - 1124 18.13 51 7 a gw 

Dw 1922 -0.06 1933 19.18 322 6316 

DOT 1124 -036 1129 19.18 1280 11455 

Toul of* it la 

M HEATING OM. HYWCt |42JM LB gafc; BUS ) 

Latest Day's 
Pries donga Hgb 

54.15 -047 54 BO 
54.70 -043 55.05 
55.60 -028 5530 
5150 -0.18 56.70 
5725 -038 5750 
5800 -0.18 5825 


Jtd 

Aug 

Sep 

Oct 


Dot 

Total 


SWt Day's 


OAS Ofl- PE (Stow?) 


Open 

Low Vd lot 
S3 23 19326 37374 
5423 4388 18206 
55.10 2241 9,491 
5620 743 9214 

57.00 779 8.562 

57.60 2344 11409 
31369121382 


Jd 

2354 

-051 

2330 

2125 

7590 46.156 

Am 

gam 

-055 

2435 

2143 

1396 11114 

Sep 

2172 

-051 

24.12 

2158 

932 9392 

Od 

23.80 

-045 

34 .OB 

23.65 

450 SfiU 

Dot 

24.05 

-047 

24.40 

2330 

1233 18523 

Jot 

2432 

-045 

24.48 

2438 

6 1575 

TMd 





1*357 1BZJB8 

■ SOYABEAN MEAL CST (100 tons: SAonJ 

Jd 

273.1 

-103 

ana 

2711 10303 45516 

Aug 

2555 

-9.4 

2643 

2510 

4,123 18,138 

Sap 

239.4 

-5.6 

243.0 

2385 

1,126 11393 

Od 

2263 

-12 

230.0 

2253 

853 10325 

Das 

2165 

-12 

2233 

2192 

1298 21309 

Jan 

2183 

-23 

2203 

2173 

123 1335 

Total 





2851611*717 

■ POTATOES UFFE (20 tonnes; t par tome) 

Joe 

303 

_ 

_ 

_ 

_ 

Mot 

58.0 

_ 

_ 

_ 

11 

Mar 

1015 

_ 

_ 

_ 


Apr 

1113 

-0.5 

114.4 

11Q.D 

78 805 

■fay 

120.0 





Tow 





78 816 


15 (by average 
■ WFOTEStK^U(TC(50roryies:atortritf 


A* 

3214 

-14 

32SL9 

3275 1596 15510 

Od 

3102 

-15 

3211 

3110 1539 7,157 

Dot 

3715 

-32 

3ms 

3715 

«9 1527 

Hv 

3111 

-1.9 

3110 

3153 

435 *156 

Hey 

3155 

+0.1 

3153 

3145 

9 722 

Aog 

314.6 

+08 

3115 

3110 

34 535 

Tdd 





*74B 29,179 

■ SUGAR >11- CSCE (112,0008a: oerta/Ba) 

Jd 

1151 

+033 

11.58 

115420362 77512 

Od 

1152 

+003 

1154 

11.1611143 56.788 

Mar 

1151 

*006 

1131 

11.07 4592 2*033 

■ey 

11.10 

+004 

11.11 

1130 

465 1771 

Jd 

1132 

+036 

1133 

1094 

98 1154 

Od 

1090 

+036 

1080 

1080 

6 854 


(99.796) LME 

Jd 

Oct 

Jd 

Oct 

1575 . 

31 

66 

28 

40 

1800 

20 

54 

40 

58 

1625 

12 

43 

57 

72 

Ml COPPER 





(Grade A) LME 

Jd 

Oct 

Jut 

Oct 

wn 

75 

60 

' 45 

138 


50 

45 

69 

171 

2800- 

31 

33 

101 

208 

■ COFFEE UFFE 

Jd 

Sep 

Jul 

Sep 

2050 

124 

301 

91 

236 

2100. 

100 

282 

117 

207 

2150 

82 

268 

149 

304 

M COCOA UFFE 

JU 

Sep 

Jd 

Sap 

975 _ _ 

28 

71 

9 

30 ' 

1000 _. 

14 

57 

20 

41 

1025 

B 

45 

37 

54 

■ BRENT CRUDE 





IPE 

JU 

Aug 

Jd 

Aug 

1850 — 

- 

92 

22 

- 

1900 

27 

84 

46 

_ 

1850 

10 

46 


- 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) *or- 


Total 


37254161579 


■ COTTON NYCE pOCOCPw; centa/lbs) 


-1 raacw (BIFFBQ UFFE (SlOflndax point) 


Jd 

Aag 


11165 -1.40 11425 11320 


Oct 


Total 


209 AS 
209.70 


494.32 

492.80 


11165. -125 111.0011130 
109.15 -185 

6JB74 59350 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prtaa ajppted by N M RgftsrtuM) 

OoMfrroytaJ S pnee £ aquhr SFr equtv 
Clone 34130-34230 
Opening 3M.50-343L80 
Manning fix 34140 
Aftomoan ftx 3*1.75 
Bay's High 34150-34150 
Day's Low 34130041.40 
Previous dose 34250-34140 
L oco Ufa Mean Sou Landtag Ratos (Vs USS) 

1 main ... ...4.67 6 manffis 458 

2 months . — „„,404 12 months AM 

3 months ,4.64 

p/boy (el 
290.10 
292.65 
2963$ 

30185 
S price 
344-346 


Vei 

Int 


Sell Day's 

Opn 

Jd 

1184 

1135 

+24 

+25 

1195 

1140 

1100 

1135 

92 

37 

400 

536 

2348 


price drage Ht£> Low 

Vd tat 

Aug 

1140 

+24 

1140 

1140 

42 


1381 31721 

Jn 

16875 -125 16950 16750 

5.273 17.152 

Od 

1325 

+20 

1315 

1315 



84 

3 3M 

Jd 

17050 -1 00 17075 16875 

6.622 14306 

JOT 

1335 

+5 

_ 



57 

810 

5 

2 

1976 

1.126 

1214 

Aug 

Sep 

Od 

17250 -130 172.75 171.50 
174.75 -1.00 17400 17150 
17075 -ITS 17050 17150 

1530 1250 
419 4384 
778 5379 

Total 

BH 

Ctau 

1257 

PlW 

1260 



179 

l«2 


Jd 7112 -130 7145 7100 6344 31347 

Oct 7482 -0.13 75JJ0 7435 574 42S2 

Ow 7525 -ail 75.75 75.45 1,779 27.153 

Uir 7620 -015 7620 7825 200 4.268 

May 7734 -038 7730 772S 40 1,085 

Jri 7720 -045 7720 7720 80 404 

7etll 1904 73,137 

U ORANGE JUICE NYCE (ISflOOfas; cantafea) 


Dubai 51106-124 -0.46 

Brant Bland (dated) S1B37-8A1 -0.1B 

Brent Biend (24 Si 186-190 -C.13 

W.TJ. S2031-0l34z 4106 

■ OH. PRODUCTS MHE prompt deflniy OF (leone) 



Premium Gmottne 
Gaa 01 
Heavy Rial OH 
Naphtha 

Jet fuel 
Diesel 


m NATURAL QAS (PencaAtam) 


*217-219 -2 

*168-172 
S81-82 

*181-183 -02 

*187-189 
*174-178 -1 


Mm 

Total 


NATURAL CAS WtfX tlOJOO man, 


201 

IMS 65.193 
;5/BnBtg.l 


Jtf 79.25 +1.75 7820 77.75 1293 15322 

Sep BISS +1.80 8130 8005 774 UK 

MOT 8420 +1.90 8420 8220 198 1855 

Jot 8620 +120 87.00 84.90 22 1,073 

ibr 8930 +120 8920 ®20 2 1200 

May 9120 +1.45 1 285 

Total 1690 31,161 


Bacton (Jul) 10.16-10.25 -020 

PetrUnum Argus. TeL London 01711 350 '9782 
IPG Puq 10.180 -0320 

■ OTHER 


Latest Day’s 

Price change Ifigt Lire 
Jd 1ISS+0053 2.170 2.000 

Aag 1170 +0347 2.180 2129 

Sep 1165*0842 2.165 1125 

Oct 1175 *0037 2.180 1147 

Mqa 1310+0037 1310 12S6 
Dec 1440+0.040 1440 1415 
Total 


■ UNLEADED OASOUNE 
MYMEX (42300 US g395.; cflB yah) 


Opaa 
vor n 
21251 383® 
7438 22208 
4284 11123 
4351 19,725 
1392 63® 
1242 11290 
51312194301 


FUTURES DATA 

AO futuma data suppBee] by CMS. 


SBvar Rx 
Sprt 

3 months 
6 months 
1 year 
Oifld Coins 
Krugerrand 
Maple Leaf 
New Sovereign 


US rts equtv. 
47220 
475.75 
481.85 

494.66 
C flcpA r. 
* 11-212 


Jet 


Ott 

Mm 

Dot 

TOM 


Latest Day's 
Price draga Mgh 

G050 -094 61.35 
5980 -OCB 6030 
59.10 -058 5945 
5750 -050 5730 
5730 -0J» 5730 
5070 -023 57.00 


Open 

Lot* W U 

6025 11758 44^68 
5920 428412383 
5030 374 5258 

5720 326 3,191 

57.00 290 1.73S 

5620 641 1998 

26,180 71894 


80-83 


49-51 


Nuts and seeds 

Pri»slTwn K*U*« USS o tome, banian 
pt l artitea 2B/30 raw 6n ahaQ naturafiy 
PPenad /round); RpPC prtaas « 4.500 
CFR Very Ibm due to very smal 1997 
crop. 26728 sold out WebwtK US jumbo 
Inshefl 2,300 CPT Europe duty pavt; Pn«* 
Europe LHP irtbc 3.900 CPT Europe. MEng 
due to stow sates. Tnrideh etan- 

dard No 1: nervous, price idea 4,600 CFR. 
IWian goods cheaper. Turkish mi tanas: 
1^90 CFR MB*, firm with few goods. 
Iranian Industrial apricots: 1.800 CFR, 
MEP firm. Indra caahewa: raw crop 1997 
CFR Europe. W32tJ at 5,850, W240 a 
6,100. US Miranda: crop 1996 23/28 SSR 
at 5,900 FAS dawn a tut crop 1987 23/35 
SSR 4j)00 FAS markat firm after a at lm a ta 
of 7i0m LB. No changes after WC corv- 
ffttHL Coconut CFR 1^00 lor top PHBp- 
tUne mas, tobla. 


VOLUME DATA 

Open Interest and Volume data shown far 
centrasas traded on COmEX. NYMEX, GST. 
NYCE, CME. CSCE aid IPE Crude 00 ant 
one day In arrears. Volume & Open Interest 
totals are lor all traded months. 


Gold (per troy oz}£ 
Stvor (per troy oz)* 
RaUnum (per troy 02 
Palladium (pw troy ; 
Capper 


INDICES 

■ Rautere (BflSK 18/9/31 =1001 


Jun 4 Jun 3 month ago 
20064 2007 J} 1973.8 

■ CRB Futurra (Base: 1 967 =1001 

Jen 3 Jun 2 
248.44 248-64 


year ago 
20852 


ago year ago 


■ QSCI Spot (Base: 1970 = toon 


Jun 3 Jun 2 month ago 

19342 195S1 T 94.00 

LW WARBHOUBS STOCKS 


year ago 

20131 


AtomWum 

-43S0 

to 

730350 

Aluminium otoy 

+420 

to 

01,980 

Capper 

+50 

» 

131650 

Imtn 

-25 

to 

117300 

Nick ee 

-90 

to 

51230 

One 

•UBS 

to 

423350 

Tin 

+30 

to 

12385 


Lead (US prod) 

Tin (Kuala Lumput) 

Tin (New Yorig 
Cattle (Bvo weight] 

Sheep IBw weight) 

Pigs (Rva vwighqT 
Lon. day sugar (raw) 

Lon. day sugar (wta) 

Barley (Eng. feed) 

Maize (US Nofl Yellow) El 09.00 
Wheat (US Dark Nonh) Unq 
Rubber (Jul)V 
Ffabber (AugjV 
Rubber (KLRSSN01) 

Coconut OB (PNQ§ 

Palm 04 (Mstoy.Hj 
Copra (P 
SoyabaBn (USB 
Cotton OuUook'A* Index 
Wooltops [S4s Super) 

B pwio^ u4ra wh e»4OT wnTWL apineB4w.6«areMfc, 
rrngtpAonurarimeaMiftg w An » MayUunV t Jd 
London F*ip«ai. 5 Of Woman, t Qubn mtat ete ' 
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ACROSS 

1 Unexpected result of Par- 
nell’s policy (6) 

4 Quick diet a man ordered 
(8) 

9 Turkish leader about to 
conclude business (6) 

10 Kangaroos are such scamps 
( 8 ) 

U Game to an all-night party 
with Edward (8) 

13 Spent two notes at the 
entertainment (6) 

15 We take turn and turn 

about In the vessel (4) 

16 Take a turn In the air (10) 

19 Understanding the purpose 
of a compass (10) 

20 Property stolen from goods 
wagons (4) 

23 Drunken repast comes to a 
fine end (6) 

25 Honoured with high rank 
in the finish (8) 

27 Obtains help that was 
denied (8) 

28 Promise father a part in the 
play.(fi) 

29 Sets aside Tom’s battle- 
scars? (8) 

30 Used in a sewing machine, 
it goes round a screw u>) 

DOWN 


6 Show party promises to 1 
endless (8) 

7 Subject those people to tl 
ultimate in abuse i5) 

8 Course set south in bam 
terrain (7) 

11 Piled material for Louvre 
reconstruction »7) 

14 Relying on one’s inclin 
tion (7) 

17 Clue women possibly flr , 

displeasing (9) 

IB A banker’s order in ml 
America ufl 

19 Tiredness may lead to feu 
urc under stress (7) 

21 Gallery finds finale a w*. 
come surprise (71 

22 Chemical result of smokk s 
cannabis 16) 

24 Coming before a superii 
15) 

26 A colour vou look well 
(I) 


Solution 9.392 


1 Girl has the goods, but 
doesn’t sewn to know It t?) 


2 Woman had a rip in her 
dress and sobbed (4,1.4) 

3 Went against the current 

trend? (6) 

5 A time when there are 
most strikes? (4) 
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LONDON STOCK EXCHANGE 


FTSE 100 lower for sixth straight session 


market report 


By Steve Thompson, 

UK Stock Market Editor 

Hie slide in leading stocks on 
London's equity market was 
extended to a sixth straight ses- 
sion yesterday - bat only jast 
There were strong gains across 
the market for all but the last 
two hours of the trading session. 

Those were mainly because of 
a good rally across the financial 
sector which had suffered badly 
both before and after the flota- 
tion of Halifax shares. 

London’s early performance 
was all the more impressive in 
that it took place in spite of the 


concerns about potential interest 
rate rises in the UK and the US, 
as well as the uncertainty cre- 
ated by the July 2 budget- 

By the close, the FTSE 100 
index had dropped 0.7 to -L557.1, 
having been up 28.1 in mid- 
morning, when the banks were 

responding to a flurry of short 

covering. There were, however, 
good gains across the second-lin- 
ers. represented by the FTSE 250 
which settled 5.8 up at 4,467.8- 
The 250’s strength Just enabled 
the FTSE All-Share index to close 
fractionally higher on the ses- 
sion, up 0.06 at 2474.47. 

The FTSE Small Cap, mean- 
while. struggled all day and even- 
tually finished at the session low 


of 2477.1. burdened by severe 
falls in a handful of stocks such 
as Frost Group, Tnnstall and 
Blick, where losses ranged from 
12 per cent to 20 per cent 

Those falls more than offset big 
gains in TLS, the transport com- 
pany. and Atlas Converting 
Equipment, the engineering 
group, which attracted bids. 

Wall Street, whose overnight 
22point gain on the Dow Jones 
Industrial Average had been 
instrumental in helping UK 
shares make early progress, came 
in easier yesterday. It took its 
cue from a marginally lower US 
Treasury bond market, following 
a bigger-than -expected increase 
in factory orders. 


Band weakness also stemmed 
from increasing anxiety ahead of 
Friday's non-form payroll report, 
which scone observers tear may 
increase the cans for a rise in US 
interest rates. The next meeting 
of the US Federal Reserve’s Open 
Market Committee tabes place in 
less than a month. 

The US employment numbers 
will be announced after the first 
meeting of the newly -appointed 
monetary policy committee set 
up by Mr Gordon Brown, the 
chancellor of ***** exchequer. A 
number of economists said they 
expect the new committee to call 
for a UK rate rise of at least 25 
hani«t poi nts . 

“It was not an exciting day,” 


lamented one dealer who said the 
market needed some corporate 
activity to shake it out of its cur- 
rent malaise. And he warned that 
the market is preparing itself for 
a "radical” Budget which he is 
convinced will contain some 
“unpalatable medicine”. 

The excitement generated by 
the forthcoming Norwich Union 
flotation, scheduled for June 16, 
continued to build with grey mar- 
ket foiling 6 in the shares attract- 
ing heavy two-way trading. City 
Index quoted Norwich shares at 
347p-357p at the dose, after a ses- 
sion high of 355p. IG Index 
quoted the stock at 345p-353p. 

Turnover in the stock market 
readied 847.7m shares. 


Sqtfly tharis -MM 







FTSE 100 4557.1 -0.7 

FTSE 250 4467.8 +5.8 

FTSE 350 2213.0 +0.3 

FTSE Alt-Shara 2174-47 +088 

FTSE AD-Shara yield 857 357 


p#rtu uJikS sracdocs 

1 Telecommu ni cations +1.4 

2 Ges Distribution — +15 

3 Ql Exploration & Prod +15 

4 Banks Retail 405 

5 UtBMea +0.7 
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FT 30 2946.3 +0 

FTSE Non-Fins p/e 1850 185 

FTSEIOOFut Jun 45500 -8 

lOyrG«yWd 7.17 7.1 

Long gUVequtty yid ratio 2.01 2.C 

Worst perfor min g a s ctora 

1 Paper Pkg & Printing —.--I 

2 Alcoholic Beverages -1 

3 Breweries: Pubs & Rest 1 

4 WMer -0 


5 Pharmaceuticals. 




Roadshow 
boost to 
Imperial 

Imperial Tobacco gave 
another impressive perfor- 
mance as investors took on 
board bullish notes following 
a series of meetings the com- 
pany held with analysts and 
institutions this week. 

Dealers said they expected 
further support for the stock 
as Imperial’s executives take 
their positive message to US 
investors next week. 

The shares, which rose 8% 
to 390V»p, were helped by a 
buy note from Goldman 
Sachs Issued yesterday 
morning. It did oot change 
its forecasts for the company 
but upgraded it from a "mar- 
ket outperformed” to a “boy” 
due to rerant price weakness 
in the shares, which were 
around 438p in Mamh 

Volume was 7.1m, making 
it the llth most-heavily 
traded Footsie stock. 

Tobacco stocks have been 
helped by a Merrill Lynch 
report on the sector which 
said the marke t is resilient 
and cashflows should be 
returned to shareholders. 
Merrill said it expected 
Gallaher, which rose 2% 
early in the day but closed 
unchang ed at 277%p in vol- 
ume of llm. to settle at 
around 3Q0p-320p. 

The heavy trading in Gal- 
laher was said to stem from 
further sales by US funds. 
American Brands, from 
which Gallaher has 
demerged, is almost entirely 


US owned. Traders said the 
stock would settle down in 
about a week or so and until 
then the price would stay 
depressed. 

However, the Merrill 
report favoured Imperial as 
it had “the edge when it 
comes to strategies in the 
UK market and taking the 
initiative overseas”. BAT 
eased a penny to 538Vip in 
volume of 5.4m. 

The tobacco sector has 
underperformed by about 10 
per cent in the past 12 
months but is up about a 
third since November. Senti- 
ment was not helped by 
news in the afternoon that 
the Israeli government was 
to sue international tobacco 
groups. 

Vodafone was the star per- 
former of the session as a 
clutch of broker recommen- 
dations boosted the shares 
following the publication of 
improved figures on Tues- 
day. The shares gained 11 to 
282*Ap. easily the best per- 
former in the Footsie, as 
turnover soared to a hefty 
21m. 

ABN Amro Hoare Govett 
is one of the Vodafone 
and yesterday upgraded its 
recommendation from 
“hold” tO “ nwdm- i/ aln*^ **, Q 
raised its profits estimate for 
the year to March 1996 by 
£l5m to £615m and the fol- 
lowing year's figure from 
£700m to £720m. 

Mr James McCafferty at 
the brokers said: “Vodafone 
will arm nonce a new brand- 
ing package in the summer 
which will strengthen its UK 
market position.” 

Lehman Brothers also 
favours the stock: “We 
believe that the Vodafone 


shares offer 20 per cent 
upside with a target price of 
320p (a share) and that 
encouraging 1996/97 figures 
should act as a catalyst to 
release thin potential." 

But analysts at Ktemwort 
Benson yesterday took the 
opposite view and instead 
advised clients to switch out 
of Vodafone and into its 
rival Orange, which finned 
to 209p. 

Glaxo Wellcome gave op 
17 to pit flap as its American 
Depositary Receipts (ADRs) 
fell in New York in line with 
the mostly weak US drugs 
sector. 

Sentiment in the stock 
was further weakened by 
reports that Kleinwort Ben- 
son had reiterated its “weak 
bold” stance on the shares. 

Zeneca rose 28 to £l8.45Vip 
after it said the US environ- 
mental protection agency 
had registered its new fungi- 
cide, Abound, for use on 


grapes, pecans, peanuts, 
peaches and bananas. The 
EPA said the product was & 
“reduced risk” pesticide 

(dnr*> it WHS je-gg tmrin than 
other registered fungicides. 

Premier Oil once again 
caught the eye, die shares 
moving up IK to a six-year 
high of 44p. Volume was 
6.4m. The group is scheduled 
to hold a mooting with ana- 
lysts later this month. 

Signs of life returned to 
the hanking sector following 
the round of profit-taking 
w hich began last week. 

H SBC, one of the market’s 
giants, was in demand as the 
group started a round of pre- 
sentations to analysts. The 
shares gained 23% to £18.70p. 
fThart ^rh O 1 1 S 6 Tflne y, among 
the first to see the banking 
group, was reported to be 
predicting that the shares 
will touch £20 in the next 
three months. 

Meetings with brokers had 


FT 30 INDEX 

Jun4 Jun 3 Jun 2 May 30 May 29 Yt ago High 1x» 

FT 30 29403 29458 2942.7 29715 2997.8 Z792X 30188 266&S 

Old. dir. yield 373 3.72 3.72 386 8.65 3X9 422 382 

P/E ratio not 1750 1753 1755 1003 1018 1018 1033 1550 
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FT 30 boariy chi gw* 

Open 950 KLOO 1150 1250 1000 1450 1550 1050 ttigti Lon 
20635 29500 29585 29595 29607 29504 2955.7 29435 29455 29645 29425 
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86 

66 


Total contracts 


Puts 


55.707 

34.764 
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the opposite effect an Stan- 
dard Chartered. Hie shares 
surrendered 14% to 928p in 
trade of 2.7m as analysts 
pointed to a slowdown in the 
group’s for east markets. 

New arrival Halifax 
bounced 8K to close at 733p, 
just ahead of file 732p of the 
auction of its shares at the 
beginning of this week. 
T u rnover was 9m, an indica- 
tion that the large institu- 
tions have yet to build sub- 
stantial weightings in the 
stock. 

In transport. P&O was 
down 9 to 638p in 1.3m 
shares on fears of a delay to 
its merger with Stena on the 
short Channel routes. 

The concern was prompted 
by European Commis- 
sion saying it would extend 
its investigation into the 
merger, news which eroded 
gains marie earlier this WB6k 
after the French competition 
authorities had given the 
goehead to the merger. 

Ladbroke provided a wel- 
come flicker of blue cm the 
screens as the shares rose 
afresh to dose VA ahead at 
246Kp while analysts were 
on a site visit to the betting 
anri gaming divisions. The 
shares have enjoyed a run 
up from 230p in the past few 
days and traders expect 
some bullish notes on the 
company stemming from the 
visits. 

There was also further 
keen institutional support 
for Thistle Hotels whose 
shares put on 5 to lSOVfc. 

British Aerospace, mean- 
while, rallied 35 to SHJSSPAp 
on hopes that Germany 
would, after all, back the 
Eurofighter project. 

Defence secretary Mr 
George Robertson was meet- 
ing with his German 
counterpart Mr Volker Rtihe 
to persuade Germany to 
finance the production stage. 

McKechnie rose 10 to 
436%p after Merrill Lynch 
turned buyer of the stock. 

LucasVarity finned to 184p 
ahead of an analysts’ visit to 


Perkins next week. A buy 
note from Flemings 
suggested the shares have 
been affected more by inves- 
tor communications than by 
deterioration in underlying 
markets. 

Flemings said the shares 
have found technical sup- 
port at the 180p level. Since 
the merger last September, 
LucasVarity has underper- 
formed the market by 28 per 
cent while the engineering 
(vehicles) sector has under- 
performed by 21 pa cent 

Kalamazoo lost some of 
the gains made when it said 
on Tuesday it was in take- 
over talks, and fell 5 to 87V4p. 
Fellow computer company 
Lynx said it was talking to 
Kalamazoo, and its shares 
fell lftp to 105Vip. 
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Rockwell GPS technology 
is helping customers as 
diverse as Governments, 
airlines, farmers 
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imSBcfe 


m n a am 
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- A - 


22 2<% AARi 
JO 33% AMP 
89V ib%awi 
37% 31*2 ASA 
67% 

18% 14%AWtaito 
18% 17%AWW 
a tfVftstoDSh 
68%S6%«EIM 


31 11% 


040 15 24 BSD 31% 

104 20 32 1877 40% 30% 39% 
7 2824 97% 87% 97% 

109 $8 21 273 33 31% 32 
108 1.7 25 4801 63% 52% 62% 
0.40 SL2 9 1338 19% 18 18% 

040 £0 18 199n10% 19% 19% 
10 29 21% 21% 21% 

008 13 10 860 65% 64% 65% 

10% 10 MM MUX 090 8511 231 10% 10% 10% 

7% 7AHftQrei OS U 40 7% 7% 7% 

9% 9% ACM Mai l 050 82 264 9% 9% 0% 

10% 8% Aero Beet 24 7% 6% 8% 

20 13 Acne WS 88 16% 16 18% 

17% 14AOMH1 32 79Gb17% 17% 17% 

39% 27% Aorta x 090 20 18 120 39% 38% 39% 

2fi%21%«cesm 4183 24% 23 3% 

22%19%AbnBEm OS 25 1 1471)22% 21% 21% 
48% 24% Mrifle — ' “ ’ 


17918 40 38*2 38% 

003 02 II 49 19% 16% 19% 

16 157 14% 14 14% 

1 45 15 21 78 75 74% 74% 

205 4% 4 4% 

090 15 12 337 43% 43% 43% -% 

4 ii74 74 74 *% 

080 05 56 53320102% 99 101 4-1% 

0.46 09 18 1979051% 50% 50% *% 

0.04 01 13 20«J2% 32% 32% +% 

159 55 13 750 19% 19% 19% 

088 21 2917214 41% 41% 41% +1% 

120 15 21 2099 78% 77% 77% -2 

030 05 19 1115 37% 36% 37% +1 

53 1714 18% 17% 18% +% 

2.43218 6 36 11% 11% 11% -% 
69 5660 27% 27 27% •% 

8 238 24% 24% 24% -% 

24% 19% AlMljtlTX 042 15 14 139 23% 23% 23% -% 

24% 14%Mnnato 028 15 14 803 18% 18% 18% -% 

050 07 IB 603 27% Z7% 27% -% 

020 05 17 218 Zft 23 23 -% 

064 19 1812822 36% 36% 36% +1% 

060 1.7 151375 36*4 35% 36 ■% 

058 10 II 1124 88% 68% 68% -% 

1.72 68 13 4629 26 25% 28 

Q04 25 E 4707 26*4 25% 26 -% 

040 15 22 1168 u28% 27% 28% *% 

261034 22% 22 22% ft» 

052 15 29 2361 31% 31% 31% *% 

2.40 01 11 1237 26% 26% 26% +% 

237015*2 15% 15% «■% 
1*5 30 11 60 45% 45% 6% +*S 

184 14 20 5743 79% 75% 75% -% 

016 05 13 228 32% 32 32% ♦% 

054 88 06 10% 10% 

086 1.4 12 6035 7012 69 _ _ 

1.10 34 191747 32% 31% 32% -% 

35 617 8% 8% 8% -% 

018 18 329 017% 17% 17% +% 

10 829 38% 37% 37% -% 

180 1.4 S 4866 74% 73% 73% -% 

25 1491 29% 29% 29% -% 

18! 8% dB 6% ftr 

35 19% 19% 19% 


17% 10%AMCn> 
14% 11% Mm be 
75% 61% AeggeO 
5% 3%Aotz 
44% XMu-Vx 
73% fflASCam 
J0T% 73AOB3 
51 37% Aflac* 

32 19% AGCO 
21% 18% AQ,Rei 
45% 32Ate*Bn 
80 £8% MftC 
38% 22%Anmftt 
24% 13% Ahgac* 
17% lOAXtaase 
29% 2ZArTch 
27% 20%Al8M«r 


30% 23AAKU8 
25% MAtaCuA 
37% 30% AttSA 
38*4 30% AlcaAt x 
G9 41% Ataflrani 
31% 25*2 A*0> 

29% 21 ABasT 
28% 19% Afegnce 
26% lb saw Com 

36% 25% Alarm* 

30*4 24NkwCap 
15% 12%Ato»fl 
47% 38%Abfebf 
77% S6%MS9c« 

32% 30AMf 
10% 10 Atari 

73% 56% Muz 
36% a%AUHx 
10% 4%MK3SM 
17% i1%MptemeA 
40% 32% Alma 
76% B2% Atau 
31% 2*%NzaCpA 
8% BAnGMcz 042 88 
20% 19% An Pratts 20 


10% ft) 
89*2 -7% 


7% 5% AnoGd 1730 S'* 6 8 

76% Eftrbaci 056 08 9 845 78% 75% 76% -% 

26% 21% And* tadx 056 23 15 93 24% 24% 24% *% 

62 47%Andan 050 1.1 S171S 54% 53% 54% 

25% 22% An BBS PW« 052 25 16 2 24% 24% 24% 

43% £%M£P» 2.40 09 13 3073 40*2 40% 40% +% 

71% 53% Am&pr 080 13 188974 69% 68% 68% -1% 

44% 36% Anted 140 32 15 6045 44% 44 44% 

5% 6 An M tax OS 78 120 5% 5% 5% 

26 22% An HU ft 2.10 8.4 14 127 25% 25 25 ■% 

050 28 13 39 28% 28% 3% -% 

1 64 22 24 5B37 75% 74% 74% -% 

JO % % % 

048 03 21 5678 137% 135% 137 -% 

280 8 6% 5% -% 

530 74 13% 13% -% 


29% 23% An Mlge 
78% 57 AaHme 

1% UAmKnfc 
Wh 106% tad 1 
6% 5% Am Opp tact 044 75 
14% 9 Am Red E& 050 35 4 


48% 39% AiOor 064 1.4 25 3388 46% 45% 45% -% 

22% 18% An War S% 105 65 K) 19% 19% 19% 

24% 19% AiilMr 076 36 19 316 21% 21% 21% 

180 28 S 528038% 38% 38% *h 

19 7808 501-2 48% 49% •! 

238 35 18 399B 66% B% 85% -1 

128 23 14 154 57 56% 56% -% 

024 1 0 14 110 23% 23% 23% -% 

280 21 16 7354 91% 90% 90% -% 

034 25 9 87 u13% 13% 13% 4-% 

18 31 28 27% 28 

1.12 25 17 222 38% 38% 38% 

030 OS 33 778 65% 84% 64% -1 

2416288 26*4 24% 24% -1% 

198 S3 23 97 18% 17% 18% 

098 23 18 5809 41% 41% 41% 

23 278 17% 17% 17% 

_ _ 104 22 37 922 46% 48% 48% 

39% 30%ApkmCI? 028 08 19 1936 34% 34% 34% 

0% 8%Apo>ltaiF 064 65 171 9% 9% 9% 

60% 22% Anil) Mg 17 5659 24% 23% 24 

45% 91*2 AppIPpA 012 03 171573 015% 44% 45% 

020 TO 26 3600 19% 19% 19% 

280 M 15 73 <8% « 46% 

34 34G 3% 3% 3% 

24 01Anu£lPx 210 92 16 23 22% 22% 

72% 61*2 tawaUx 1.78 28 18 404 68% 68 88 

14 1006 56% 56% 55% 

57 217 4% 4% 4% 

0.78 28 11 145 77% 28% 27% 

080 26 6 3010 31% 30% 30% 

032 22 20 Si 3% 13% 13% 

1 10 2 3 20 3183 47% 47 47% 

71 28 27% 27% 

99 12 11% 12 


38% 32%Aavm 
51 37%Anfifld4 
68 55% Amrfca 
57% 46% Anem tat 
24% 19%AHkk 
91% 79% Anocoi 
13% 11% AmpcdV 
28*2 21*2 Ampkwnt 
39% 3ljiAnsfli 
73 50% Anaortof 
29% 21 Analog 
21 15% Aogdka 
45% ««*hx 
17% 12 Aetata 
49% 40%AonCp 


33 174ns0n 
50% 40% Pratt?.* 
4% 3% Annco 


SO% 51% Anvfl* 

6% 3%AitraGni 
33% 21 Arm tads 
33% 34% Asaraox 
13% 11% AjtnKDR 
48% 39% MHx 
28% 33% AMdCUx 048 1.7 18 
13% 11%AflaPaeF* DIB 07 
4% 3%AssBllmr 038108 6 381 3% 3% 3% 

52% 33%AeWCpA 040 08 182115 47% 47% 47% ft 

*3ii 30% A1BT 132 38 103013 35% 35 35% -% 

38% 300AI RU 2z 280 08 38383% 351% 353% +5 

9 8% AHa&B B 105 U9 9 9ft 

17% IBAMcEgr 134 95 13 339 18% 16% 18% -% 

1S0% 134% AlStt i 570 18 13 3724 148% 147% 147% -1% 
<2 245 2 tfS il +ft 

26% 22%/arawEnXr 100 42 19 83 23% 23% 23% ft 

9% 8% AusWaffl 013 1.4 256 9% 9% 9% 

49*2 39*2 AcCaa 046 18 27 2760 48% 47% 47% 

27% 19*2 Auteui 203061 23% 22% 22% 

7 % Mate 025 222 65 1% 11% 

37% 15% Awmco 19 22 2B% 28% 26% 

15% 5% MIX 41 1444 alB 15% 16 

64% 55% Amd 060 18 14 1S73 62% 61% 01% 

63%50%Amft 12B Z0 28 1285 83% 62% 83% 

11% 0% A*fcCofl 150 48 ill 11% ii% n% 

14% 6% Adar 14 559 7 6% 7 


i 

-% 

A 


40% 35 BBSTCp 108 

27% 23 BCE 

7% 6% Batmen » 020 

18% 16% BMrFMx 037 
41% 32 %EMb14X 048 

38% 34% BddorEk. 048 
29% 23% RMpx 060 
21% 17% BUU 005 
28 24% BaflGE 160 
49% 39% BrcOne is 
73% 52% BancaBUV 1 67 
17% 12% flffl 030 
17% 13BCPADH 034 

51% 45BBK&0 100 

13% 95%Ba*Am» 2.44 

43% 33% BanWT 098 
19% 13% BUI ADR x 006 
50% 47% taMai A 325 
95 90% BsnMmB 600 
70% 61%BUdn 20» 
87 79BUns059> 556 

47% 45*2 EMXBnAi 304 
96% 74BahTst 480 

84 63% Bdafj 212 

33% 26%BMiCm OS 
2a%19B0SamBG^x OS 
52% 39BWA« 188 

38% 21% BrchGd i 014 
11% 0%Bai*IV) 

7% 5% BalM 005 

41% 33% Baum* 184 

53% 39% Bader 1.13 

25*2 15%BtyHMs 


- B- 

26 15 20 U41% 41% 

30 4765 u28% 37% 
2.7 8 311 7*j 7% 
U 18u1S% 18*2 
13 28 5880 39% 38% 

17 21 112i88% 28% 

28 2B7a29*2 29% 

08 20 1078 20 19*2 

52 12 1393 25% 25% 
15 <315000 44 % 43% 
23 23 150 73% 72% 

18 52 2 18% 18% 

13 14 23 17% 17% 
28 14 IKS 50 48% 
20 1510565 120117% 
23 16 5900 42% 41% 
03 3GB 17% 17% 
66 23 48% 40% 

63 II lfl5 94% 
23 16 5048 72% 72 

83 2 85% 85% 

66 a 46% 48% 
48 12 4997 88% 66*4 
28 14 21 76% 76*2 
2.1 20 1807 33% 31% 
13 14 189 28% 26% 
28 18 5899 053% 51% 
06 42 7233 24% 23% 

13 52 11% 11% 

09 4969 6 6% 

15 3S3E69 41% 40% 
23 59 5019 51 50% 

19858 22% 21% 


41% *% 

37% 

7% +% 
18% 

38% 

28% 

29% 

19% 

25% 

% 

16*« 

17% 

49% 

119% +% 
42 ■% 
17% -% 
49% *% 
95 *% 
72% 

85% 

46% 

% 
a 


-% 
♦7 

A 

-% 

— ■% 
52% *% 
23% -% 
«'2 ^ 

40 % i 

51 <-% 
81% J 2 
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1957 MR 51 CM 

M* t»ram «» % c m. ■* i<-m 

28% 25%ttajSr6S! 134 58 !«• 134 27% 27% Z7% 

29% 13% 891 3083 29 28% 29 -% 

20% 19% 80 P 1838 136 78 10 19% 16% 19% ■% 

8% 7*2»kBfx 072 68 718 8% 8 8 

9*2 SBsSSafx 081 83 177 89*2 9% 9*2 

34 SBWS 050 13 71942 32% 31% 32% 

36*2 7*2 Baft* 084 14 17 S73 #% 3S% 35% 

47% 37aKtaMtli a ED 13 17 584 46% 46*4 46% 

51% 42% BtOPOx OS 11 21 1529 49% 49% 49% 

21% 16% BdMPme 188 58 15 201 18% 18% 18% 

73 56%BaSAfl 196 t2 17 5854 71% 70% 71% 

24 16% Btflta 10 IS 19 16% 18% 

<7% *%0|IS» 1.44 M 166714 44% 43% 44 

33*2 22% BdsAx 044 18 17 993 38% 38 36% 

43% 33% BOMB OS 28 21 623 40% 39% 40 

67 63%8a04(4JP 430 68 3 64% 64% 84% 

75% 59% Beoafx 286 33 13 1848 G*% 63% 54% 

28% 22% BmttwAx 039 U 17 

% ABtmgatB 15 141 


19 27% 27% 27% 
141 U dA A 


30% 22BmBr 048 18 10 018 30% 29% 29% -% 
4410033000 BaMA 1435004310043500 *700 

I486 10B08artflB 33 1456 1435 145S *25 

18% 13%BmyPetr 040 16 18 121 15% 15% 15% 

14% 7%SotBqr 1016 13% 13% 13% 

27*2 23%MStlx 280 84 29 26% 2S% 28*2 

53% 49%EHNxaFfx 500 97 9 81% 91% 51*2 

8180 10 9% 10 

180 13 30 1093 04% 03% 64 

25 2606 14% 14% 14% 


f 3 L. 

16% 12% B men 
40 15*2 MAORI 
22 17%BMk|W 
ZH4%Bh*vn5 
37 29%BDSA 
2^ 26% MUR. 

9% S££aS 
33% 28 ark 
43% 37%anBtA 
10% SBeCMtf 
3*2 2%BhMgraan 
35 MBNCM 
1*4% 94 BdAg i 

38% 28%BotsaC 
5% 3% BontayCo 
12% 8%BanfliQu 
28% 22% Bom (M 
71*2 41 BOSSd 
50*2 38% MM 
28% 21% BOW* 
27% 23% BSE Prep i 
27*2 i7Brearrx 
52% 42%BdgSx 
16% 10%BMxM 
75% 53%Btf«a) 
1J5% 94% BrMX 
147% 129% Sr 


9? 35% 35% 

088 04 13 168 21% 21% 21% 

040 14 29 894 18% 16% 16*2 *% 
048 18 153233037% 36% 38% -% 
1.42 48 13 55 29% 28% 28% -% 

-0.63 78 66 fl% 6% 6% *% 

056 07 268 8% 6% 6% 

057 65 661 9 8% 8% 

050 15 2200 32% 32 32% -% 

051 U 15 67 42 41*2 41% +% 

089 06 294 9% 9 9% 

311 u3% 3% 3% *% 

088 02 24 676 32% 31% 32% -% 

1.12 18 2712570107% 104% 107 *2% 
080 15 1084 37% 37 37% -% 

570 4% 4% 4% ■% 

040 37 63 1754 11 W% 1D% +% 

150 55 14 12 26% 26% 26% -% 

33 3982 53% 51% 52% *% 

090 1.7 22 1301 49 47% 47% -% 

061 12 173 27% 27*2 27% 

188 57 B 432 24% 24% 24% -% 

m 1.4 20 328 10% 19% 19% +% 

112 12 17 262 51% 51% 51% +% 

17 618 13% 13% 13% 

IS 11 25 8552 74% 73% 73% -1% 

129 28 15 202113% 113113% -2% 
433 38 17 2137143% MZ% 143% 


147% 129% BP r 433 38 17 2137143% 142% 143% -% 

16% 15BPPredbai 220137 10 187 16% 16 16% *% 

27%21%BSM 158 67 6 3301 25% 34% S% -% 

76% 66% BT 7.41101 13 870 73% 72% 73% *% 

30*2 26%BtyrtJ 1.48 55 10 178 28% 27% 27% -% 

16% 14% entity i IS 55 15 310 18% 18 18% *% 

15% lBBraoSk 16 808 14% 13% 13% -% 

52% 42%BnfMr 1.0B 22 20 12 40% 49% 49% -% 

52% 42%Bnfnflr IS 21 2D lO 50*2 50*2 50*2 -% 

34*2 26% Hrffrr 058 28 4010 34% 31% 33% -% 

7% 6% HU 12 22 7% 7% 7% *% 

31% 23*4 Bn** x 050 1.7 15 751 30% 29% 29% -% 

22% 16% Bnoh Wen 044 28 13 196)02% 22 22 

32% 25%.BMbqpH 11 171 31% 31% 31% 

44% 40% Bucked R 380 78 10 B4 42% 42*2 42% -% 

19% 12% B*1 Coot 121201 17% 17% 17*2 -% 

89% 70% Ball 180 1* 15 3647 84% 63% 83% *% 

54*2 40% BtriRs 055 18 18 1858 47% 48% 46% -% 

15*2 11% ftmramPe IS 7.7 201295 13% 13 13 J* 

30% 24%BnddMta 17 18 29% 29% 29% 


-c- 

34% 31% CUE Eli 180 35 13 1891 34% 33*2 33% -% 
114% 96% OH Fn 6 56 104103% 103% -*2 

87% 75% CPC 154 18 21 1219 95% 83% 85 *% 

19*2 15*2 CPI Cop OSB 38 18 113 18% 18% 18% -% 

54% 41% CSX* 184 15 12 3556 53 51% S1% -1% 

70% 41 CIS COP 072 18 15 IS 6B% 80% 66% -1% 

25% 22%CWMWkexBS2 22 18 962 24 23% 23% 

46*2 27*2 «*n 215G5D9 30% 29% 30% 

26% 21%CMmCx 040 1811 0» S% 25% S% 

16% 15% Catat 06C 016 09 21 24 18% 18% 18*2 

37% 31%CedSdM|M 1.19 34 14 930 34% 34% 34% 

45 26% CMnOsp 21 4993 31% 31% 31% 

6% 2%CWME O10 18 137 5% 5% 5% 

41% 32Mwagr 27 338 41% 41% 41% 

14% 10% Mum con 032 14 24 707 13% 13% 13*2 +% 

32% 19% CMS* 040 15 1578 31% 30% 31 *% 

34%2B%»«a 028 08 19 3275 835% 34% 34% ' 

20% 17CHkatC0 040 28 01 343)120% 2D% 20% 

52% 29% QH06 077 1J 31 4942 48% 45% 45% 

1 % CmpMRa 12 178 % U % 

27% 22%Carf>ac 032 15 33 2510 27% 26% 26% 

44% : =. '2 CapOraFfc 052 18 1310634 33% 31% 31% 

16% 14% feU IS 156 7 A 307 17% 17% 17% 


+% 


25% 18% Cwakl Mge 132 07 81094 24% 23% 24 4% 

65%5T%Onn Olfl 01 47 1712 57*2 58% S% •% 

35% 27CMC0 049 18 16 799 30*2 30% 30% *% 

ffi% Z3%Candtei 17 266 35% 35 35%*% 

39% 31%CmdAx 044 11 IB 1911 38% 38 36% J® 

30% 32% CaPSL 180 S.4 14 610 34% 34% 34% *% 

45% 34% QuOT * 132 19 13 428 u45% 44% 45% 

17% 12% CBWHi 0.18 18 2B 471 15% 15% 15% -% 

17% l5%CankNG 098 50 19 175 16% 16*4 16% 4% 

62%48%CuaCtf 020 03 13 857 58% 99 58% -% 

W% lIMJInr 085 05 17 403 10% 10 10% *% 

16% 13%CesDrtGk IB 15% 16% 15% 

90% 72% Cdpr IS 18 12 7475 96% BB% 08% 

41% 77%CaQ*p 18 177e41% “ 

42% 35% Cattr Fab 250 58 13 4Sm2% ^ . 

11% 8%Ca£fl OH 7.7 11 1714 10*2 10% 10% 

43 33%CBte 020 05 10 370 40 39% 39% 

33% 29%CMrHdsn 112 8.4 11 02 33% 33% 33% 

SB 24% Caw InA IS 68 12 122 «% SB 26% 

11% 10 Codr MM 090 OO 9 408 11% 11% 11% . 

62%43%CMrMKp 078 U 24 3»dB% 82% 64% *2% 
13% 10%CH*Vm 088 88 7 286 11% 10% 11 ~ 

S IBCBdSW 174 83 10 6909 21% 21 21 

33% 20%CwtajT1x 037 12 13 519 30% 2B% X 


41% +1% 
42% *% 


2331S 37% 36% 36*4 

15 4775 17% 18% 16% 

020 04 3841 48% 48 48% 

OX 1211 112(15% 15 (5% 

122 7% 7 7% 

248 28 1317477 97% 96% 96% 

201 i % U 

082 01 S 1405 14% 14% 14% 

288 59 13 249 37% 36% 37% 

On 14 41 67 32% 32% 32% 

132 32 1813388 72% 7U% 72% 

065 25 in 25% 25% 25% 

OS 05 385016% 16% 16% 

020 U BS1 15% 15% 15% 

12 435 5% 6% 


18 ZQG 045% 42% 44% +1% 

30 SSvOfiA 35% 36% *% 

IS 48 817972 32% 32% 32% *% 
1.10 19 19 27S3 61% 60% «0% *% 
382 18 n 1333176% 173% 174% -2% 
OBT 9 4 266 8% 8% 8% +% 

246 03 19 122 39% 38% 39 -% 

OAO 18 ffl 1B44 39% »% 39l 2 4, 

036 15 13 793 23% 23% 23% *% 

6 687 2 1% 2 

IS 55 18 3991 34% 34% 34% -% 

112 61 15 14B 34% 34% 34% 

0.14 04 Z7 B341 30% 38% 30% -1% 

a 6065 25% 34% 25% -% 

110 18 1413059115% 114115% -% 
000 03 27 nS 95% 95% +% 

7S 7.1 za 99% 90% 99*4 

12 3173 9% 9% B% % 

121436 9% B% 9% -% 

044 18 15 1647 24% 23% 23% •% 

OJ» 03 36 1894 UZ7 25% 27 *1% 


42% 29%CBttt 
20% 13% QavErtX 
60% 41%Qmim 
15% 11% Cfeapsid 
7% 4% OoiHso 
1M% 84% OasaM 
1% %Q«eB 
24% 0%CMSr 
37% 3l Owned* 

35% 27% CMsmede 
73 61% C0MPX 

a20%QflenX 

16% 12% CUeaRnl 
16% 12%CNqBrx 
8% 4% Chock Fid 
44% 38% QCrt 
35% 25% OtCtea 
36% 28%0»Jdr 
62% a%Ch*h 
i79%t34%agsaX 
8% B%Og|oaHli 
40% 35% Cleaphx 
31% asAQraiBa 
23% l7%CbM4i 
2% l%OneptaxO 

S% 32 Cnoyr 
37 33*2C|na* 

g a%cwa 
a%chucr 

13% 98%Cfco 
96 92% OqrCAd 
101 WCtcpKIM 
*2% 8%CBnSAx 
12*2 9 can uo 0 « 

25% 20% Of KM 
25% 16% OX 

IS 1 --I 2 ** 9 * 0,2 M 18 1387 19% 19% 19% 

15% lTSOmattn 008 05 15 889 15% 14% 15 

8% 7%CtenrfcG 081 O* 101 u8% 9% 9% 

»82%Cam7S 7S 02 3 ffl 91% K 

45% 41% CMCtf IS II 8 52 42% 42% 42% 

I 40 U * 90% 90% n% 
130 97% Dow 2JE 18 Z7 1156 127% 125% 126% 
*% 1% CM. Grom 942 2% 2% 2% 

10% 10%Oftftnm 086 88 16 ul 0% 10% 10% 

32% 20% DUMB x 040 1J 10 1305 32% 31% 31% 

3*1% 15%Coadmmx 020 II! 9 689 17% 17 17 


48% a%CustSw 
51% 43% CoesD a 
09 51% Cora C 
221571 CocaEn 
16% i:%OoarDdn 
37% 28% Dogntk 
19% 11% Cataan 
62% 4SQ«% 

10% 9%Cd0MX 
8% 7%0*x*t?X 
7% 7%C0UX* 
7% 6%CtMlfx 
68% 5BC0IGBX 
44% 30%CdHCA 
23% W% con# 


♦1 
■% 
-% 

3 

-% 

S3 SI 44 42% 44 *1% 

040 OB 10 946 51% 50% 51% 

056 06 402B15 67% B6% BE% -1% 

083 02 5788 21% 21% 21% +% 

015 1.1 974 13% 13% 13% 

0.12 03 23 2CB7 37% 36% 36% % 

229 16% 16% 16% 

1.10 18 273533 61% 60% 60% -% 

0M 82 S 1110% 10% 10% 

085 07 118 8% 6% 8% 

068 01 O u7% 7% 7% 

051 08 55 87*2 7% 7% -% 

D80 09 18 1333 BB% 65% 85% -% 

OS 02 1517715 36% 36% 38% +% 

- . is 72 a 101 a 21% 21% -% 

38% Z7% Cmxfcco * OS 08 16 90B 36% 35% 35% -% 
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1U% 881*9* £23 

204163*2 UiW 435 

52% 45%UDta*iX in 
59% «%UnCM 075 
24% UVUnanBap 
50% 4BUnB150 330 
65 atkSCSO 450 
39%34%USK 254 

BBV 56%UriPxc 172 

*3% 38 % tJODoRirt m 

23% iTVuranTm on 
7% sVirarap 

12V 7%Un6Coq> 

29% 23%Uk9MK 
1613%Ukafl4 131 
27% 23% UdDonMx 020 
56% 42%umc 003 
32%23%UMm £88 

6% 5%(ttOHi 028 
H% *3%«FiMf> 132 
isV io%DPrau3ra 
avuVusns on 
39 25% us RU* 

29% aiStara 
48% 32VUSUC0 099 
47 20% USSotyx 016 
81*2 65%lWecx 134 
15% 6UMR 092 
3V Z%tk*nto| 

57% 32UrixTCHk 134 
22% UVtfcaxmi 1.70 
36% ZTVUMCtp 

45% 36% Unocal 
40%33%UKH 
39% 31% US lad 
37% 31% IBM 

20% wosnu 

38% 28% (BAUMS) 

38% lBVOSAk 
8% UtllORkc 062 
30%23%USMx 076 

33% 25% OS* IB x 100 
17 12V USDriNx 028 
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16 SSI i/I2% 11% 12 +V 

8 2467 37V 35% 37% A 
59 11 3757 27% 27% 27% 4% 
10 3013 76% 75% 75% A 
64 15 242 22% 22% 22% -% 
58 134)114% 14% 14% 4% 

7.4 7 52B1 21% 21% 21% -% 

1.4 18 11Z 32% 32 32 -% 

0.8 14 54 19% 16% 19 >V 

£1 19 53108% 106106% -1% 
£3 21 109 183% H2V 182% -Z% 
35 53 1319 51% 50% 50% -% 

15 10 3628 46V <5% 46 -V 

20 Z 22% 22% 22% 

89 7100 £0% 50% 50% *1 

7.1 10 63% 83*2 63*2 

7 JO 131460 30% 36% 38*2 

25 Z 1925 68% 67% 58% -% 
32 » 302 47% 46V 46V -% 

16 102106 20% 20% 20% *V 

2074 6% 6V 6V 
24 544 11% 11% 11% 

£7 18 609 28V 27% 27% 
74)27 KB M% 14% 14% 

08 14 27 2B7j 25% 25% 

01 3 139 54% 54% 54% 

99 C 333 S 28% 3 

32 13 70 aSV 8% 8% 

B2 50 14% 14% 14% 

48 t0al3% 13V 13V 
OB 15 1076 21% 21% 21% 

51 6563 32% 31% 

7 39 26% 26% 

20 H 4*1 48% 

05 3 8147 34% 

15 21 2706 81% »i 
52 16 50 17% IT*. _ 

27 585 48% 47% 48% 

29 14 144 3S% 35% 35% 

06 12 ■ 37 29 18% 

34) 14 283 36% 36% 35% 

19 21 532 <2% <2 42% 

15 » 1001 39% 30% 38% 

16 1250 34% 34% 34% 

5B 13 6332 36% 35V 38% 

12633 20V *8% ZOV 
5848 38V 
510(19 34% 

7.0 0 148 09% 

£5 1521561031% SOV 30!. 

30 B 6000033% SV 33% 

1.4 » 111 14% 14 14% 

04 10 416 27% 27% 27% 
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75%04%VFCd 152 

36% 28%Uh£x 052 

B% OVttHkS 020 

25% 17VMJMt 
10V lovaHxGniir 072 
2SV SlVraaU 
59% 47%»nBnA*8i on 
49V 29tamr 
57% 29%VMtae 
tllsVlMar 156 

18*4 14% Mi 032 

73%6s%tttarenx5oo 
3z%2i%vanttx 
35% 24% Via be 
48V48%«xttM 
8% B Writer 
71 SOVVndn 
74% 56VWeaMx 
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£0 15 394 7B% 
1-4 4 1691 38% 
24 OO SV 
14 8B4 20% 
6.7 32 BIDV 

321656 28% 
OJ 17 1048 55% 
54 1353 42% 
32 TDM 52 
U II 3 13% 
15 » 3054 016% 
7J5 d 71% 

41 1640 a% 
» 538o35% 
10 2B 325B 46% 

8 d fit 
£7 31 10S 68% 
£513 510u75% 


77% 77% 

35% 36% 

6 % 8 % 

20 % 20 % 

10 % 10 % 

28% 28% 

32% 52% 

42 42% 

56% 56% 

13% 18% 

18 18% A 

71% 71% 

28% 25% -1 

35% 35% 

45% 48% *1% 

ft 8% +% 
88% 68% +% 
74% 75% +% 
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21-4B 1S%WKSM 
28% 28% UR-HcMn 
30% SMuntaC 
64% SftHttU 
19l5%*»ttf 
4% 3%9AteC0 
47% 3 *%««iiix 
35% ZS%WteaCSx 058 
31 SMMt 027 
103 S9% Hfcrtmx IS 

a%i8V«Me»n in 
25%20%«MGL 1.18 

a z7%«wMht in 

387%3S% KM 450 

37% aMtgi on 

8 6% Miami ADR 
32%21%MMnai 048 

8% 3% MtaneaM an 
38% 26% met 

17% MVMteM* on 

45 40nM«fx 256 
3% ftVMtwB 
32% 27% Write 052 
13% 15% Manx 032 
30% Z45Wetf 5 20 
24%18%Mnte 021 

SO 27 Wat CO on 
16% 16% MUatEx 
75%S7%WMht 
38&2SVMWH 
Zl%M%«tataGW 
32% 20% W*n ft* x 
20% 18WWB 
3D%25*B«telK 
31% SWriwoi 
50% *2% W*lor 
17% 11% WX* 

52*2 45%Wridflx 
27% 15a«Mtefl 
24% 2l%wratnxi 
12% 9%«riirakar 
3ft 33% Mar Ik 
75% 59% HUB 
47%3B%Mbnx 
6% 5VMUk* 

15 i2«raww£x 023 
3ft 2ftWMh UB 
7% 6V WnaetXBO* 020 
Z7% awracEa 154 
22%l5%WhMx 012 
3ft 29%MfeoDop (UO 
26V 23% ME ADR 853 
27% lEUaUMM 008 
24% 1S%WDoM9 
25% Zl%Wnrtd«Uex 
4% 2%Wxttop 
26% £3%W5Rsx in 
S*2 54%M0K8l 076 

42% 32%WJIlBKt 032 
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UB 
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a an 2ft a% so% 

72 IS 196 27% 27% Z7V 
12 593 3ft 30% 30% 

£6 IS 1588 61% 61% 51% 

14 a 98 18% 18% 16% 

444 3% 3% 3% 

15 a 1768 48% 48% 48% 

15 15 301 28% 28% a% 

Q9 225B9BB3t% 80% 30% 

15 3( 6070 99% 07% 9ft A 

45 18 2D 22 22 22 

45 14 233 24% 24% 24% A 

35 9 868 3% £7% 2J% -% 

12 18 1«03»<%3B7%S84% +7% 
£1 3210672 32% 31% 31% -% 

177 aB B% 8 

15 307 39% 30% 30% 

£0 2 39 4% 4 4 

22 1086 35% 34% 34% 

15 7 64 1S% 15% ISV 

01 ZJZ58 42V <1% 42% 

638 3% 3 3% 

5.1 15 182 29% 29% 28% -% 

15 Z IBS 17V 17% 17% 

£8 U 3305 263% 256% 257% -ft 

15 IB 5680 2ft 23% 23% -V 

15 10 42 2ft 28% 2ft 

a 1344 18% 18% 18% 
a 2273 70% BB% 68% 
122S323 28% Z a 
15 32 722 20 18% 19% 

05 13 IBS 31% 31% 81% 

15 2DGE6 20% Z 20% 

4.7 11 85 27% 27% 27% 

25 18 UB9 31% 30% 31 

02 27 3420 49V 49% 49V 

09 IB 845 13% 12% 13 

£7 Z 1414 5ft 40% 48% 

25 Z 1ft 1ft 19% 
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45 16 277*3}% 35% 3ft 

U 30 1080 74% MV 73% 

£420329 44% 43% 44 

1510 7 5% 5% ft 

13 B7 843015% U% 14% 

25 B 821 38% 3ft 38% 

35 a 753 8% ft ft 
65 131527 M 23% 2ft 
07 13 2» 1ft W 16% 

LI 1488 37 3ft 36% 

£1 S 35 25V S 25V 

03 a 901 2ft 25% 2B% 

10 2528 24% 2ft 2ft 

X 23V 23% Z3V 
3 109 ft ft 2% 

7£ 14 503 28% 25% 26% 
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6} 51% AUK x 128 IB 135077 67 66% 66% 

45% 40% »a Cop 080 19 16 31 43% 42% 42% -% 

23% 20% YMaiEffxlJO 57 14 34 22% 22% &V ft 

5E37%1MU 048 UO 15 718 49% 49% M% ft 

5 42*te 73< 4% 4% 4% 

13% «%a«e 930 11% io% 10% ft 

27% 2«% ate W 150 39 14 75 25% Z 25% ft 

7*2 7%2telE 0J3 B9 n *7% 7% 7% ft 

23% 17% Zara x 012 05 17 55 23% 22% 22% ft 

11% lOVZMtfVf 1.16100 347B17V *1% *1% 

A B2M«7K 084 96 361 MV 8% A ft 
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;I00 
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ISA A A 

* 
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Ax«l AHA 


ID 

b% 5% 5% 
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f 

78 
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1? 

68 
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j ■ 
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sa 
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i? 
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- 

C3?VT 


H 

ft ft A •% 


n sra 

Stack Ite e 100* WM UwCfcwOte 
Catenae 45 1% 1% l% 

COKflFM 16 d A 6% «% 
UchATA 064 32 364 lift 11.; 11% 

Down C A 12 52a14% 74% 14^ ft 

CnwCB 12 185014% 13% 13% ft 

Otic CM 17 146 24% 23% 2A ft 
Cfim 89 70% 10% 10% ft 
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5200 3>'. A 3t 7 t ft 


EtetCox 046 21 31 lA 13^13% ft 
Echo Bay 1530 A 5% 5% ft 

EflPEfeA 03Z 65 73 7% 7% A ft 

MteW 16 49 lA *0% 1ft ft 
EOBH £80 96 89% 08% 68% -1*2 

FabkAx 070 201108 31 31 31 •% 

FMAx £» 13 18 87% 66% 86% ft 

Fate La 2441 42% «« ft 
fmaancy 050 14 345 1< 13* ft 

tea 080 it 22 20*i 19% 20% ft 
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052 181663 28% 27% 27% -A 

97 11 % % 

010 27 1Z ZVdZA 21 ft 
7B 182 17% 16% 77% ft 

9 39 6 8 6 


kKranCpx 016 14 83 12% 12% 12% 
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♦1 
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hgnsG 587098 fig A 6H +A 

PMU 3 111 7% A A 

PMC 124 11 94 13% 13% 13% 

ira gti O te 10 23%d23%23% 

SJW Cap 228 12 22 53% S3 53% ft 

TO) Pretax on 13 \t to A w +i 

TteBOi 042 63 d 38% 36% 38% ft 

TlMMte 15 86 17% T7£ TA ft 

motes M 899 34% 33% 34% ft 

MM 0301*3 IS 10% tifcV 10& ft 
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OS DM 


0 2 % % % -& 

M57 184 W% «& A 

27 100 82& 2& 2h A 

Z d A 2% 2% 

17 137 27% 27% ZA ft 
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U2 20 d tS& 73fi 1% ft 

85 1% 1& 1A *i 
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ACCCorp 7611B2 2B%25% 

AcCbimE W8 4& 4% 

AodooCP 371973 16% 1ft 
AdNKtl 3526306 34% 33 

Nxrrra 45ttS9 sz% ai 
AdxcoURd37 40 9 45% 45% 

AtUBS Q2D 1813(41 43% 40% 
Art# Logie 10 IE *1% 10% 

AdvRftm 450 A 7% 
MffdU) 3483 36% 38% 
AtenAk 044 11 4194 29% 27% 
AdnoBx OS3 103659 27% 25% 
AfcEqr 024 20 542 3ft 38% 
Aka ADR 15312 220 65% 65 
MfitiX 00615 BDI 27% 26% 
ABGom 064 14 d 18% 18% 
MHlQrgx 056 14 d 38% 39% 
AFtram 1783 ft 9% 

AHte* 164 18 178 21 20% 
AM Cap 1.74 13 48 1815% 

AUtiC 7 20 3d 3d 

AB* Gold 30 406 2S 2% 
Attn} 402001 51% 48% 
AmBHn# xOlBO 12 ZH 58% 5B% 


26 ft 
4d A 
1A ft 
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♦ft ft 
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6 516 10% 10% 
rasie 38% 25% 
780 7d 7d 
*83993 14 13% 
0« 15 3079 33% 33% 
889 B h 
£80 9 8 83 81% 

29527 24% 23% 
2(2(308 64% 62 
300 *a 4% 
02022 384 32% 32i 
036 33 292 36% 34% 
3X0 10 18 9ft 9 
22 6069 Zft 25% 
ApognEn 01319 431 18% 13% 
Apptiti 246W2 64% 61% 
AppfeC 6288 18% 15% 

Item 007138553 24% 24 
Arbor Dr 02124 798 20% 19% 
ft CM 024 13 247 11% 10% 
Aignaot LB4 154 a 28% 
MfidM 485 *3% 6 

Anxriritax 04413 850irlA 13% 
ArfnO . 279 A 2d 

AacanriCOn 471BW Sft 4ft 
AteCfTW 274605 2ft 22% 
ASTRKh 259 5ft 5* 

ABteOl IBM 8 57 7% 3% 
AM 1321KB 29% 27 

ArnSjt 2133 Ml 1J4 

AtAkk On 5259 38 35% 

AKoUo . 15 1% 1% 

8 3573 19% 18% 
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88 80 10% 10% 
1579 A A 

10 d 17% 1ft 

110 78 A 

141134 25% 25% 
12 332 25% 25% 
12 61 44 41% 
16 182 26% 27% 

15 133 39% 39% 
21 809 u29 23% 
S d 48&48A 
331681 25% 23% 

11 Z7D 10% 10% 
68 29 13% 13% 
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Z 3ffl 6% 6& 
401209 33 32% 
192293 18|V 17% 

16 609 48% 43% 
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20 161 29% 26% 
108 36% 35% 
12 6 34% 34% 
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BtitnLBx 040 
BtiyiF 


A 

38% 
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37 
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32% ft 
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9 
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E A 
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BwUany 
BntiqWI 060 
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a tec 
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Bbnt 040 
Oak Dig 1» 
BMCSdkr 
Bril Eon* 032 
BnaktB 
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BaOaaTc 
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BSBBncpx in 
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Bor 8m 
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A ft 

25% ft 
25% ft 
44 

ZA ft 
a 82 A 
28+1% 
4Bfi 
24 ft 
10 % 

13% 

53% ft 
19% ft 

6% A 
32% A 
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45% +1% 
50% ft 
15 ft 

21% ft 
A ft 
29% 

29 ft 
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34% ft 

A 

za 

31 ft 
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CTac * 66 66 30% 29% 30% ft 

CdnaQBdZ 15 251 14% 13% 13% 

On OP 2090 9% 8% B% ft 

Cafeaaa d ?B f& 7JI 

Cri Han 1933 14% 13% 14% ft 

Caste* 13 124 7 6% 6% ft 

Cate 181404 40 4d 4% A 

Conte 048 35 14*d13B%129%130% +% 
COteCn oarz B1 43% 43 43% ft 
QncadeCm 3S258 34% 31% 32% -id 
Caaodax (UB 12 101 lA lA lA ft 
IteayS aw 21 647u2l% 21% 21% 
Crigne 451 ft A 8% A 

131 CD 162100 A A A ft 

Casticor 305013 35% 34% 34% ft 

CFdft 096 15 644 30 29% 30 ft 

CMSpr 20 382 Z7 21 Z *4A 

Otetef d 4% 4% 4% 

Qaporl LOO 163154 47% 46% 47% ft 

amfib 2300 5% A 5i3 +d 

CbaddMn 648 Id A *% A 

Otcrnkb 17 d M 18 18 

CnpHTe 71296 10% 10% lA ft 

CbtaoCp 573124 18 lA lA ft 

Qotfa in 18 191 79 78% 79 ft 

CteMCp 030 34 GS8 83% 82% 82% ft 

CHI 034 19 683 27% 2A 27% ft 
Stem 143 33 12%K12% 12% ft 
□ate* 12034 12% 12% 12A ft 
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CtenHhr 217 1% id Id 

CEDrl Z d 54 54 54 
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CDgnaxCp 

443707 26% 25% 26 A 
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CmriTtW 
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241 7 A A ft 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Thursday June 5 1997 



Dow turns lower as Firm dollar helps Paris advance 
financials weaken 


AMERICAS 


US blue chips were 
weakened by the perfor- 
mance of the financial ser- 
vices sector at mid-session 
while technology stocks 
attempted a rally after the 
difficulties they experienced 
earlier in the week, writes 
Jane Martinson in New York. 

The Dow Jones Industrial 
Average fen 9.01 at 7303.14 at 
lpm. At one stage it was 
down more than SO points 
but recovered along with the 
bond market 

Losses among financial 
stocks during the morning 
echoed those in the Treasury 
market The benchmark 30- 
year bond fell & to 96%, 
yielding 6.867 per cent, in 
anticipation of key employ- 
ment figures to be released 
at the end this week. 

Among blue chip groups to 
suffer were Wells Fargo, 
which fell $2% to $262, and 
J.P. Morgan, which lost $1% 
to $107%. 

The technology-driven 
Nasdaq composite Index 
enjoyed an early rally after 
Tuesday's sharp sell-off. 
However, it had lost 1 at 


1,383.91 by lunchtime after 
several stocks fell. The 
sell- off began last week 
when Intel issued a profits 
warning. The silicon chip 
giant lost a further $1% at 
$143% yesterday. However, 
Seagate Technology and 
Cabletron, which prompted 
this week’s downturn after 
warning of worse than 
expected sales on Tuesday, 
enjoyed a slight rebound. 

Weakness in the fitunvrioi 
services sector also hit 
smaller companies, the per- 
formance of which has dif- 
fered greatly from the blue 
chips so far this year. The 
Russell 2000, the index of 
smaller companies which 
includes more financial ser- 
vice stocks than any other, 
lost 0.19 at 383.09. 

McDonald's fell $% to $48% 
after it announced the end of 
its unsuccessful 55 cent 
lunch promotion. The fast- 
food giant also suffered a 
downgrade from Lehman 
Brothers. 

Ford lost almost 1 per cent 
or $% to $37% after reporting 
car sales down 1L8 per cent 
and truck sales up 5 per- 
cent 


Boeing was the best blue 
chip performer, gaining $2% 
or more than 2 per cent at 
$107%. 

TORONTO recovered from 
initial losses to leave the 300 
composite index ZL98 ahead 
at 6,444.70 at the noon calcu- 
lation. 

Flat bullion made for 
renewed weakness among 
golds with Barrick dipping 
20 cents to C$38.35. Alcan 
Aluminium wma off 40 cents 
to C$49.60. But solid progress 
by a number of index heavy- 
weights comfortably 
restored the balan ce. 

MEXICO cmr continued 
to push into new high 
ground as Investors digested 
the latest nati onal economic 
plan. “The market likes the 
idea of average growth of 5-2 
per cent over the next three 
years,” said one broker. At 
midsession, the IPC index 
was up 4L69 at 4,101.75 hav- 
ing risen 2X per cent over 
the first two days of the 
week. 

CARACAS continued to 
improve. The 1BC index, 
which closed last week at 
6,841, had put on 88.50 at 
7 ,137 19 at miH«xxfnw • 


Johannesburg remains firmly on upside 


Sentiment in Johannesburg 
stayed firmly on the upside 
with the all-share index 
gaining 60.8 to 7,172.8 to 
extend its rally to more than 
150 points in three days. 

Banks and Industrials led 


the way up. Stanbic Jumped 
R3J>0 to R213JM) and Nedcor 
rose R1.50 to R89. 

Among industrials, Sappi 
surged R8.40 or 8J2 per cent 
to R45 as analysts peered 
ahead to an earnings 


recovery in 1998. 

At the dose, the industrial 
index was up 9L6 at 8,428.4. 
Golds provided the starkest 
contrast, dipping 12.1 to a 
50-month low of 1*140.7 on 
continued bullion weakness. 
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The red chip frenzy that has gripped Hong 
Kong in the last months of British rule 
shows no signs of abating, writes T/m&se 
Lucas from Hong Kong. 

Investors' appetite for mainland-backed 
Hong Kong companies has already broken 
records for the biggest oversubscription 
(over 1200 rimes far Beijing Enterprises' 
retail offering) and sparked jostling queues 
of investors outside banks. 

Red chips now make up around 10-15 per 
cent of the Hong Kong stock market. The 
companies' share prices have massively out- 
performed the benchmark Hang Seng index: 
S han g h ai Industrial has increase five-fold 
since its listing in May 1996 and Beijing 
Enterprises, the latest entry, saw its share 
price treble on the first day of trading last 
week. 

As a result, valuations are now sharply 
out of kilter with the rest of the market. 


which is trading on a price/earnings multi- 
ple of around. 14 times. 

Brokers - who are making income out of 
the sector, both through trading and corpo- 
rate finance activities - admit that inves- 
tors have lost sight of fundamentals and are 
buying almost purely on sentiment »mi in 
anticipation of cheap asset injection. 

Red chips have habitually followed their 
stock market entry with a purchase of 
assets from the parent company, bought on 
favourable terms. There is concern among 
Beijing’s leaders that assets are being sold- 
off too cheaply to foreigners, and closer 
monitoring and more stringent rules are 
expected in the near future. 

A dampdown from Beijing stands to tam- 
per enthusiasm but not to quash it- Red 
chips are a key part of China’s privatisation 
programme and it is unlikely to turn the 
tap off yet 


EUROPE 


Closing ahead of the 
annmiriffMnwit of Mr Li onel 

Jospin’s new cabinet line-up, 
PARIS continued to make 
modest headway. 

Bonds wobbled, but a 
firmer dollar and a burst of 
speed from RhOne-Poulenc 
helped the CAC 40 index to a 
gain of 1028 to ZJBSSJ37 ha 
good volume. 

Rhbne-Poulenc shot for- 
ward on news of Phase Two 
clinical trials in the US for 
an antl-Alds drug, rising 
FrlO.20 or 5.4 per cent to 
FFr199.80 in 2.7m traded. 

Sanofi was also in 
d e mand, driving up by FFr17 
or 32 per cent to FFr516 
after an upbeat annual 


Dollar strength created 
mixed fortunes among oils, 
Elf Aquitaine rising FFrtl to 
FFr630 but Total slipping 
FFr7 to FFr528. 

Accor’s annual meeting 
created initial enthusiasm, 
the shares climbing to 
FFr868. But profit-takers 
eventually won a two-way 
tUSSle and the hntala group 
ended off FFrio at FFr839. 

Canal Plus, which 
announced solid looking first 
quarter turnover figures, 
rose FFr27 to FFr1,024- CFSB 
raised Moulinex to a “buy” 
and the shares added FFlG.10 
at FF714L60. 

AMSTERDAM pushed up - 
to a record high on the AEX 
index, which rose 5.13 to 
817.12 following another 


strong day for Philips, the 
index heavyweight 
KNP turned in the best 
performance amid investor 
excitement over the group's 
plans to split itself into two 
companies. The shares 
traded 7.7m, their heaviest 
volume this year, to close up 
FI 320 at FI 74.60 for ft three- 
day advance of more io 
per cent. 

Philips continued to 
respond warmly to the 
recent strong buy recom- 
mendation from Morgan 
Stanley, adding FI 420 at 
FI 117.90 in 5.1m traded. Hoo- 
govens jumped FI 520 to 
FI 104.10 on talk of improv- 
ing European steel prices. 

frhwnifiaTs were duIL Gold- 
man Sacha shifted Its chemi- 
cals portfolio around, giving 
an extra weight to Akzo 
Nobel and removing DSM. 
Hie former dipped FI 12J50 to 
FI 25320 while DSM lost 
FI 2.40 to FI 1883a 
ZURICH, also dollar sensi- 
tive, hit a second straight 
high with the SMI index 312 
to the good at 5,238.5. In 
CS Group leapt SFX7 
to SFrU&25 on divestment 
rumours. 

In industrials, the best 
gains came just below the 
top echelon; Hcdderbank, the 
foment group, rose another 
SFr23 to SFrl,322 following 
Tuesday's rise of SFriB when 
UBS added the stock to its 
European focus list; and 
Sulser, the engineer, put on 
SFx26 at SFr 1,190. 
FRANKFURT’S early and 
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continuing enthusiasm over 
the resolution to the govern- 
ment's gold revaluation 
plans was tempered subse- 
quently by a firmer dollar 
and the easier early tone on 
Wall Street. The Ibls- 
indlcated Dax finished 4.00 
weaker at 3,651~59 as turn- 
over rose from DM9.4bn to 
DM1 LSm. 

Car stocks benefited dur- 
ing thfl morning fr om a posi- 
tive set of US sales figures, 
but ended the day mixed. 
Daimler-Benz lost 70 pfg to 
DM134.0 and BMW finished 
DM510 lower at DM1,416.90, 
but VW climbed DM1L10 to 
DM1,186.10 on further for- 
eign rtamanrt. 

A 35 pfg rise in Lufthansa 
to DM29.60 was also attri- 
buted to demand from inter- 
national investors. 

Continental, which 
announced a 47 per cent 
increase in pre-tax profit in 
the first five months of the 
year, gave up 5 pfg at DM39. 

Fresenius Medical Care, 
formed last year, rose DM5 
to DM155£0 after announc- 
ing that it expected to pay a 
dividend in 1997. 


MILAN edged higher as 
Emu tensions eased and the 
Comit index picked up 3.96 
to 76710. 

CIga, the hotels group, 
added another L38.7 or 4.6 
per cent at L872 on the view 
that ITT might sell the com- 
pany or some of its assets to 
defend itself against a hos- 
tile Wd from Hilton, 

Analysts put a likely sell- 
ing price of up to Ll.100 a 
share for the whole of Ciga. 

Ifil was up L165 at L5.23S 
and SFI preference rose L216 
at LZL400 after the IfU chair- 
man told analysts that he 
expected further improve- 
ment in the company’s 1997 
net profit 

San Paolo recovered L43 to 
L8.615 after seeing some 
recent selling pressure after 
its public offering. 

MADRID flattened out the 
general index coming in 0.80 
higher at 557.47. Pryca. the 
supermarket group, fell 
PtaTO or 2.6 per cent to 
Pta2,630 on slightly lower 
sales for the first five 
months of 1997. 

BRUSSELS seemed under- 
whelmed by the news that 


the Belgian government -in 
the fall-out from the Suez/ 
Lyonnaise merger in France, 
favoured a utilities merger 
between Tractebel - owned 
by Soci£t6 GOnGrale de Bel- 
gique. Itself a Suez subsid- 
iary - and its Elect rebel 
unit the largest-cap stock on 
the Brussels bourse. 

Electrabol fell BFrso to 
BFr7,790. However, the 
Bel-20 index managed a sec- 
ond successive peak, up 3£3 
at 2,264.40; Union Minlfire 
rose BFT75 to BFr3,040 and 
GIB, the retailer, by BFr45 to 
BrFrl.640. 

COPENHAGEN'S KFX 
index rose 1.51 to 167.45 
ahead of today's holiday. 
Tele Danmark, Denmark’s 
national telecoms operator, 
recovered from a recent 
bearish bout with a gain of 
DKrl4 at DKr335 but Carts - 
berg saw its B shares DKrlQ 
down at DKr378; UBS said it 
might cut its year profit fore- 
casts for the brewer, but that 
it would maintain its hold 
recommendation after 
slightly disappointing first 
half results. 

HELSINKI saw Valmet, 
the paper machine maker, 
lose FM3.20 at FM90.30. bro- 
kers saying that its forecast 
of unchanged profits this 
year was more cautious than 
expected. 

The Hex index came tn 
8.12 lower at 3.077.10. 

Written and aefited by WUHam 
Cochrane, Michael Morgan and 
J affray Brown 


Foreign demand takes Tokyo to high 


ASIA PACIFIC 


Continued buying by foreign 
securities houses absorbed 
waves of selling by domestic 
institutions, driving TOKYO 
to another 1997 closing high, 
writes Gwen Robinson. 

The market responded 
favourably to the Japanese 
government’s adoption on 
Tuesday of a package of 
spending cuts, designed to 
overhaul .the country's defi- 
cit However, stocks suffered 
In sectors destined far big 
cuts, including general con- 
tractors and defence manu- 
facturers. 

The Nikkei 225 average 
rose 48.40 to 20.61L56 after 
moving between 20,512.25 
and 20.707.77. 

Trading began on a posi- 
tive note following the previ- 
ous day's advance and share 
prices rallied in the after- 
noon after dipping briefly on 
profit-taking. However, the 
225 index faced selling pres- 
sure at the 20,500 level 

Volume eased from 439m 
shares to an estimated 382m. 
Advances led declines by 563 
to 511 with 168 unchanged 
The Topix index of all first- 
section stocks rose 6.34 to 
1,518.27 and the capital- 
weighted Nikkei 300 was up 
1.38 at 293.29. 

Construction stocks were 
hit by the government’s 
approval on Tuesday of a 7 
per cent cut in public works 
spending in the fiscal year 
starting next April. Oba- 
yashi fell Y23 to Y700, and 
Taisei by Y2 to Y502. 

High-technology and elec- 
trical stocks were mixed 
after the sector fell back 
overnight in New York. 
Some leading semi- 
conductor-related Issues 
drew heavy buying interest 
Advantest jumped Y370 to 
Y8.450, Kyocera Y600 to 
Y9.110 and Tokyo Electron 
Y110 to Y5.82Q. 

However, Sony fell YlOO to 
Y1 0,000, TDK Y60 to Y8.990 


and Fujitsu YlO to YL460. 

Leading commercial banks 
retreated. Bank of Tokyo- 
Mitsubishi fell Y20 to Y2.030, 
Fuji Bank Y20 to YL540 and 
Sumitomo Bank Y20 to 
Y1.670. Nippon Credit Bank 
fell Y4 to Y246 following its 
decision to proceed with a 
mas sive new share Issue. 

In Osaka, the OSE average 
added 7335 to 21,342£4 and 
volume increased to 16m 
shar es. In London, the ISE/ 
Nikkei 50 index rose 4-32 to 
1,606.97. 

JAKARTA ended lower, 
dragged down by profit- 
taking in the index heavy- 
weight, Telkom. The com- 
posite index closed 4.86 


lower at 69SJ34 after a ses- 
sion low of 690.52. 

Telkom rami! off RpllO to 
Rp4 T 000. Surya Semesta rose 
Rp50 to Rp 1,225 in 29.5m 
shares traded amid talk that 
a local conglomerate or for- 
eign Investors might take a 
stake. Intikeramik made a 
sparkling debut, dosing at 
Rp925 against a flotation 
price of Rp750. 

BANGKOK ended lower in 
sluggish trade with finance 
and building materials 
shares trading the decline. 

The SET index ended 3.70 
off at 552J37 on Bt2.7bn turn- 
over. Finance One was again 
the most active stock, slip- 
ping BtQ.50 to Bt5.20 in 


turnover of Btl75m. 

SYDNEY had a mixed ses- 
sion, dosing with the All 
Ordinaries index up 2.3 at 
2,615.9. Coca-Cola Amatil 
jumped 70 cents or 4.6 per 
cent to A&L6.10 on news of 
the share swap deal with 
San Miguel under which it 
will acquire the Philippine 
group’s soft drinks 
operations. Commonwealth 
Bank added 31 cents at 
AH4^7 after renewed talk of 
a share buy-back. 

SINGAPORE drifted down, 
and in the continuing 
absence of compelling rea- 
son for investors to jump 
into the market, farther side- 
ways shifts and downward 


drifts were likely in coming 
months, analysts said. 

The Straits Times industri- 
als Index fell 13.33 to 2,047.89. 

DBS Land reacted badly to 
Tuesday's announcement of 
a planned placement of 92m 
shares. The shares fell below 
the SS4.75 placement price 
but closed down 24 cents on 
the day at S84.76. 

KUALA LUMPUR reversed 
a fortnight-long rising trend 
as technical and foreign fund 
selling pulled down blue 
chips and the weaker tone 
spread over to the broader 
market The composite index 
lost 7.55 to L119.28 and the 
second board index eased 8.3 
to 554.62. 
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48 ° 

reclining 

seats. 
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We know how to get you to your destination refreshed. And it’s not by splashing mineral water in your face. On our 
long-haul MD-lis, we are installing new 48 8 reclining seats in Business Class, up from 27°. Lest the passenger behind 
you gets his knees crushed: scat pitch grows to a full 47 inches. Which makes it easier to raise the legrest to almost hori- 
zontal. So just lean way back and relax. And hold your glass straight, http://www.fi wifisair.com 
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srissekjy worlds most refreshing alpine. 







